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This  report  covers  the  first  phase 
of  a  broad,  general  examination  of 
the  selection,  election,  and  perform- 
ance of  directors  of  major  regional 
farmer  cooperatives.  Another  part 
of  the  study  will  report  on  the  duties 
and  responsibilities  of  directors  as 
appraised  by  managers  and  as  re- 
ported by  directors  themselves.  A 
third  section  of  this  project  will 
describe  the  experience  of  coopera- 
tives with  director  committees  and 
will  appraise  their  use  as  a  manage- 
ment tool. 

This  report  is  a  review  and  anal- 
ysis of  bylaw  provisions  pertaining 
to  the  selection,  qualification,  and 
nomination  of  directors  of  major 
regional  farmer  cooperatives.  It  also 
covers  voting  rights  and  balloting 
methods  that  members  employ  in 
choosing  their  directors. 

The  bylaws  of  107  major  regional 
farmer  cooperatives  marketing  farm 
products,  purchasing  farm  supplies, 
and  furnishing  farm  business  serv- 
ices are  the  basis  for  this  study. 


Qualifications  of  Directors 

Ninety -five  percent  of  the  bylaws 
in  the  study  contain  one  or  more 
qualifications  for  directors.  The 
bylaws   of   seven  associations   list  no 


director  qualifications.  At  the  other 
extreme,  some  associations  list  as 
many  as   five  director  qualifications. 

Federated  Cooperatives. --Sixteen 
of  30  federated  cooperatives,  asso- 
ciations whose  membership  is  con- 
fined to  other  cooperatives,  require 
their  directors  to  be  members  of 
member  cooperatives.  Three  asso- 
ciations require  their  directors  to. 
be  directors  of  member  coopera- 
tives. Four  other  regionals  specify 
that  their  directors  must  be  offi- 
cers, directors,  or  members  of 
member  cooperatives. 

Managers  and  employees  are  eli- 
gible to  sit  on  the  boards  of  direc- 
tors of  seven  federated  cooperatives. 
The  bylaws  of  five  other  regionals 
specifically  prohibit  employees  from 
becoming  directors.  One  federated 
cooperative  prohibits  anybody  but 
officers  or  employees  of  member 
associations  from  sitting  on  the 
board. 

Centralized  Cooperatives.  - -A 
centralized  cooperative  is  one  whose 
membership  is  confined  to  indi- 
viduals, partnerships  and  other 
groups  except  cooperatives.  Twenty- 
one  of  24  centralized  membership 
cooperatives  require  their  directors 
to  be  active,  bona  fide  members  in 
good    standing.    One   regional  details 


in 


no    qualifications   for   directors  in  its    nomination    by    petition    of  members 
bylaws.     None    of    the    bylaws    of    24   and  nominations  by  mail, 
centralized       cooperatives      permit 
managers    or    employees    to    become 

directors.  Membership  Voting  Rights 


Mixed  Membership  Coopera- 
tives.--The  bylaws  of  40  of  53  mixed 
membership  cooperatives  require 
either  direct  membership  of  their 
directors  in  the  regional  or  mem- 
bership in  a  local  cooperative  that 
is  a  member  of  the  regional.  A 
mixed  membership  cooperative  is 
one  that  includes  cooperatives,  indi- 
viduals, partnerships,  and  corpora- 
tions in  its  membership.  Six  asso- 
ciations specify  that  their  directors 
shall  be  holders  of  common  stock  or 
members  of  a  cooperative  that  is  a 
stockholder  of  the  regional.  Two 
mixed  membership  cooperatives 
permit  managers  of  member  asso- 
ciations to  become  directors  of  the 
regional.  The  bylaws  of  five  other 
associations  prohibit  managers  from 
becoming  directors.  The  bylaws  of 
one  regional  permit  any  person  to 
become  a  director.  The  bylaws  of 
four  associations  contain  no  qualifi- 
cations for  directors. 


Nomination  Methods 

Nearly  half  of  the  107  bylaws 
examined  contain  no  specific  provi- 
sions governing  the  nomination  of 
directors. 

The  bylaws  of  25  cooperatives 
specifically  provide  for  nominations 
of  directors  from  the  floor.  Many 
cooperatives  employ  this  method 
whether  specified  in  the  bylaws  or 
not. 


The  members  in  16  of  30  federated 
regionals,  23  of  24  centralized  coop- 
eratives, and  36  of  53  mixed  mem- 
bership associations  employ  the  one- 
member,  one -vote  method  of  voting 
in  the  election  of  directors. 

Members  have  a  vote  for  each 
share   of   stock  held   in    1 1   regionals. 

In  five  associations  the  members 
vote  on  a  tonnage  basis. 

In  four  cooperatives  members  vote 
by  the  dollar  volume  of  their  pa- 
tronage. 

In  one  association  the  size  of  a 
member's  vote  depends  on  a  com- 
bination of  tonnage  marketed  and 
dollar  volume  of  supply  purchases. 

In  three  federated  associations 
each  member's  vote  is  proportional 
to  the  number  of  members  in  the 
member  cooperative. 

One  regional  provides  that  each 
member's  vote  is  proportional  to 
his    investment   in  the  revolving  fund. 


Membership  Voting 
and  Balloting  Methods 


Slightly  less  than  half  of  the  by- 
laws provide  for  members  voting 
by  secret  ballot. 


Sixty-two    associations    utilize  The   members   of  four  associations 

some   form   of  districting   for  secur-  vote  by  acclamation, 
ing   nominations    of  directors.  Within 

the   districting    framework,    coopera-  Twenty -two     regionals    vote   for 

tives    make   use   of   such  methods   as  their  directors  in  district  primaries. 


IV 


Eighteen  associations  use  the 
delegate  system  of  voting  for  direc- 
tors. 

One  regional  elects  its  directors 
by  caucus  at  the  annual  meeting. 

In  88  regionals  members  ballot 
directly  for  their  directors  either 
as  individuals  or  through  delegates. 

The  bylaws  of  22  cooperatives 
provide  for  a  mail  ballot. 


committees  would  be  helpful  in  this 
general  area. 

3.  The  qualifications  cooperatives 
impose  for  directors  should  not  be 
so  restrictive  as  to  exclude  from 
consideration  any  substantial  seg- 
ment of  prospective  candidates. 

4.  The  bylaws  of  more  cooperatives 
should  contain  specific  provisions 
governing  the  nomination  of  direc- 
tors. 


The  bylaws  of  30  associations  per-  5.    Wherever  possible,  bylaws  should 

mit     proxy     voting,     44    associations  provide   for   the  nomination  of  two  or 

prohibit   it,   and    33    say  nothing  about  more    candidates    for    each    director 

it.  vacancy. 


Six  regionals  permit  cumulative 
voting,  8  prohibit  it,  and  93  make  no 
mention  of  it. 

Concluding  Observations 

1 .  Cooperatives  should  painstakingly 
review,  amend,  and  modernize  their 
bylaws  frequently,  possibly  every  3 
to  5  years. 

2.  Directors  should  codify  their 
more  important  policy  decisions  for 
ready  reference  and  in  the  light  of 
experience  consider  proposing  these 
decisions  as  possible  amendments 
to    the    bylaws.  Wider   use   of  bylaws' 


6.  The  one-member,  one-vote  rule 
is  the  predominant  method  of  exer- 
cising membership  voting  rights  but 
its  use  is  not  universal. 

7.  The  bylaws  of  cooperatives 
should  provide  for  use  of  a  secret 
ballot  when  voting  for  directors. 

8.  Wherever  practical  the  members 
of  cooperatives  should  have  the 
opportunity  to  cast  their  votes  di- 
rectly for  directors. 

9.  The  bylaws  of  every  cooperative 
should  contain  a  comprehensive 
index. 
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This  report  is  based  upon  a  re- 
view and  study  of  the  bylaw  provi- 
sions of  major  regional  farmer 
cooperatives  affecting  the  selection 
and  election  of  directors.  Specifically 
the  report  details  bylaw  qualifications, 
nomination  procedures,  and  voting 
methods  employed  by  the  membership 
in  electing  directors. 

Other  parts  of  this  study  contain 
an  analysis  of  replies  to  mail  ques- 
tionnaires supplied  both  by  managers 
and  directors  of  major  regional 
farmer  cooperatives  and  will  be  pub- 
lished in  separate  reports. 

The  bylaws  of  major  regional 
farmer  cooperatives  run  the  gamut 
in  the  variations  they  contain  on  the 
selection,  qualifications,  nomination, 
and  election  of  directors.  The  provi- 
sions of  no  two  sets  of  bylaws  are 
exactly  the  same.  This  is  under- 
standable because  of  differences  in 
the  legal  requirements  contained  in 
the  statutes  under  which  cooperatives 
are  incorporated  in  the  various  States. 
These  differences  may  also  reflect 
divergencies  in  the  purposes,  objec- 
tives, and  ideas  of  the  organizers  and 
producers  who  constitute  the  mem- 
bership of  cooperatives. 


The  purpose  of  this  bylaw  review 
is  to  examine  the  variation  and  wide 
range  in  provisions  governing  the  se- 
lection of  directors.  By  taking  stock 
of  the  nomination,  selection,  and  elec- 
tion methods  now  in  use  and  by  quoting 
the  bylaw  provisions  that  implement 
them,  it  is  felt  that  cooperatives  will 
profit  from  ideas  to  assist  in  im- 
proving their  own  performances  in 
these  areas. 

The  overall  study  arises  from  re- 
quests of  cooperative  leaders  who 
expressed  concern  over  the  possibility 
that  farmer  associations  might  not  be 
staffing  their  boards  with  the  ablest 
and  strongest  directors  available  to 
them.  They  point  out  that  as  demands 
for  broader  services  expand,  there  is 
a  growing  need  for  directors  with 
capacity  to  cope  with  the  complex 
business  problems  of  integrated  coop- 
eratives. Without  this  kind  of  director 
leadership,  they  fear  the  continued 
growth  of  farmer  cooperatives  is 
threatened. 

Farmer  Cooperative  Service 
undertakes  to  analyze  the  problem 
from  three  angles: 

1.  Bylaw  provisions  pertaining  to 
directors. 

2.  A  survey  of  the  directors  them- 
selves. 

3.  An  appraisal  of  directors  by  the 
general  manager. 

This  part  of  the  study  relates  to  the 
first  phase  only- -bylaw  provisions. 


The  bylaws  of  a  cooperative  are 
the  rules  adopted  by  the  members  to 
regulate  and  manage  its  business 
and  the  rights  and  duties  of  its  mem- 
bers among  themselves.  Bylaws 
supplement  and  are  usually  more 
specific  than  the  general  rules  found 
in  the  articles  of  incorporation  and 
applicable  statutes.  The  incorpora- 
tors of  an  association  in  cooperation 
with  a  selected  attorney  usually  pre- 
pare the  bylaws.  The  members  or 
stockholders  of  a  cooperative  adopt 
and  approve  the  bylaws  immediately 
or  shortly  after  an  association  is 
formed. 


The  bylaws  usually  contain  provi- 
sions for  their  own  amendment.  They 
constitute  instructions,  rules,  or 
restrictions  for  management  of  the 
cooperative.  They  are  in  fact  a  work- 
ing plan  serving  the  same  purpose 
for  an  association  that  a  blueprint 
does  for  a  builder. 

Bylaw  provisions  should  always 
comply  with  the  statutory  require- 
ments and  limitations  under  which 
a   cooperative   is   formed.   The  mem- 


bers of  a  cooperative  and  its  di- 
rectors and  officers  are  presumed 
to  know  -what  the  bylaws  contain.  And 
they  are  bound  by  the  provisions  of 
the  bylaws  even  though  they  may 
claim  ignorance  of  them.  Legal 
liabilities  may  result  from  a  failure 
of  officers  and  directors  to  observe 
the  bylaws.  They,  as  well  as  the 
manager,  are  in  law  simply  agents 
of  the  members  or  stockholders,  and 
agents  are  bound  by  the  instructions 
of  their  principals. 

Bylaws  are  not  intended  to  be 
permanent.  They  may  need  amend- 
ment periodically  to  keep  them  up 
to  date.  This  is  particularly  true 
where  the  methods  and  operating 
procedures  of  a  cooperative  undergo 
some  substantial  change  after  the 
bylaws  have  been  adopted.  Under 
such  circumstances,  unless  the  by- 
laws are  amended,  it  may  develop 
that  a  cooperative's  operating  pro- 
cedures may  be  in  conflict  •with  its 
organization  papers.  As  a  matter  of 
policy,  the  directors  of  every  farmer 
cooperative  should  set  aside  time 
for  review  of  the  association's  by- 
laws every  year  or  two. 


Scope  of  Study 


This  portion  of  the  study  is  de- 
voted to  an  examination  and  ap- 
praisal of  a  sample  of  the  bylaws 
of  107  major  regional  farmer  coop- 
eratives. A  regional  cooperative  is 
one  that  usually  serves  a  district 
comprising  a  number  of  counties, 
an  entire  State,  or  a  number  of 
States.  Thus,  regional  cooperatives 
include  most  of  the  larger  farmers' 
marketing   and   farm   supply  associa- 


tions of  the  country.  In  contrast,  a 
local  association  is  essentially  a 
local  cooperative  providing  coopera- 
tive services  for  a  community,,  a 
county,  or  even  several  counties. 
Individual  farmers  are  the  mem- 
bers of  these  local  cooperatives. 

This  review  of  the  bylaws  ana  - 
lyzes  and  explores  the  organiza- 
tion  structures  of  regional  farmer 
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cooperatives  insofar  as  they  relate 
to  the  methods  used  in  nomination 
and  election  of  directors.  The  qual- 
ifications of.  directors  and  the 
methods  regionals  employ  for  their 
selection  are  examined  and  dis- 
cussed. And  typical  as  well  as  some 
unusual  provisions  concerning  di- 
rectors are  quoted  directly  from 
the  bylaws. 

Out  of  a  total  of  711*  regionals 
listed  with  Farmer  Cooperative 
Service,  112  major  regional  coop- 
eratives are  included  in  this  study. 
One  hundred  and  seven  of  these 
major  regionals  submitted  copies  of 
their  bylaws  for  study.  Bylaws  were 
furnished  by  24  regionals  organized 
as  centralized  cooperatives  with 
direct     farmer    membership    in    the 


iThis  total  of  711  includes  some  relatively  small- 
scale  associations  classified  as  regionals  because 
their  operations  extend  over  State  lines,  and  267  asso- 
ciations classified  as  predominantly  bargaining,  many 
of  which  are  also  relatively  small  scale. 


regional,  30  as  federated  coopera- 
tives with  membership  consisting  of 
other  associations,  and  53  with 
mixed  memberships  consisting  of 
other  associations  and  individual 
members  (table  1). 

A  centralized  cooperative  is  one 
whose  membership  is  confined  to 
individuals,  partnerships,  and  other 
groups  but  excluding  other  coopera- 
tive associations.  A  federated  coop- 
erative is  one  whose  membership  is 
confined  to  other  cooperatives.  A 
mixed  membership  cooperative  is 
one  that  includes  cooperatives,  indi- 
viduals, partnerships,  and  corpora- 
tions in  its  membership. 


The  sample  includes  major  re- 
gional farmer  cooperatives  from  all 
parts  of  the  country  handling  all 
kinds  of  agricultural  products  and 
farm  supplies.  A  review  of  the 
articles   of  incorporation  and  bylaws 


Table  l.--Types  of  major  regional  farmer  cooperatives  included  in  this  study 


Association  membership 

Total 

Type  of  association 

Centralized 

Federated 

Mixed 

associations 

Cctton 

1 

6 

3 

10 

Dairy 

9 

2 

12 

23 

fruits  and  vegetables 

2 

3 

9 

14 

Gra:<n  and  soybean  processing 

0 

6 

1 

7 

Livestock 

4 

0 

4 

8 

Nut£ 

0 

0 

2 

2 

Poultry 

2 

0 

4 

6 

Special  crops 

3 

0 

2 

5 

Tobacco 

1 

0 

0 

1 

Wool 

1 

0 

5 

6 

Total  marketing 

23 

17 

42 

82 

Farm  supply 

J_ 

13_ 

11 

25 

Total  marketing  and 

farm  supply 

24 

30 

53 

107 

of  these  cooperatives  determines 
what  qualifications  and  restrictions, 
if  any,  cooperatives  impose  on  those 
who  become  directors. 


Most  bylaws  spell  out  the  methods 
that  shall  be  followed  in  the  nomina- 
tion and  election  of  directors  and 
their  qualifications  for  office.  Others 
do  not.  With  the  possible  exception  of 
special  provisions  governing  the  se- 
lection of  public  directors,  direc- 
tors-at -large,  and  honorary  direc- 
tors, all  members  of  the  board  of 
directors  are  chosen  by  the  mem- 
bers or  stockholders. 

Some  regional  cooperatives 
restrict  their  memberships  to  other 
associations     of     producers    only. 


Another  group  includes  both  farmers 
as  well  as  other  associations  of 
farmers  in  their  membership.  Only 
a  few  of  the  regional  cooperatives 
confine  their  memberships  to  indi- 
viduals primarily  engaged  in  the 
production  of  agricultural  products. 

This  diversity  of  membership 
qualifications  for  regional  farmer 
cooperatives  introduces  problems  in 
director  nomination,  representation, 
and  election  procedures  not  found 
ordinarily  among  local  cooperatives, 
whose  members  are  all  individual 
producers.  For  these  reasons,  nom- 
ination, election  procedures,  and  di- 
rector qualifications  for  centralized, 
federated,  and  mixed  membership 
regionals  will  be  discussed  sepa- 
rately. 


Bylaw  Qualifications  for  Directors 


The  m  e  m  b  e  r  s  hip  terms,  condi- 
tions, and  restrictions  farmer  coop- 
eratives write  into  their  bylaws 
sometimes  impose  definite  limita- 
tions on  who  may  be  chosen  as  a 
director.  Ordinarily,  in  local  farmer 
cooperatives,  any  member  patron  in 
good  standing  is  eligible  for  election 
to  the  board  of  directors.  But  this 
may  not  be  true  where  regional 
cooperatives  are  involved.  Here  the 
members  may  consist  of  associa- 
tions rather  than  individuals.  And 
the  bylaws  of  the  regional  may  re- 
quire its  directors  to  be  directors 
of  member  associations  or  man- 
agers or  employees  of  member 
cooperatives. 


Federated  Cooperatives 

A  total  of  30  regional  cooperatives 
whose  bylaws  were  examined  in  this 
study  are  organized  on  a  federated 
basis.  These  30  federated  regionals 
have  17  distinguishable  director 
qualifications  written  into  their  by- 
laws (table  2).  Several  of  these  qual- 
ifications overlap  each  other  and 
might  be  consolidated.  But  each  has 
been  listed  as  it  appeared  in  the  by- 
laws so  that  the  reader  will  have 
the  benefit  of  the  wide  range  in  di- 
rector qualifications  encountered. 

The  bylaws  of  two  regionals  con- 
tain no    specific    qualifications   for 
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Table  2. --Bylaw  qualifications  for  directors  of  30  federated  cooperatives 


Director  qualifications 


Number  of  times 

qualifications 

reported 


Must  be  a  member  of  a  member  cooperative 

Must  not  be  in  competition  with  association 

Must  reside  in  district  from  which  elected 

Must  not  be  an  employee  of  association 

Must  be  officer,,  director,  or  member  of  a  member  cooperative 

Must  be  a  director  of  a  member  cooperative 

Must  be  authorized  representative  of  a  member  association 

Must  be  manager,  director,  or  employee  of  member  association 

Must  be  a  manager  of  a  member  coope-~'ive 

Must  be  a  director,  officer,  or  employee  of  member  association 

Must  be  a  member  of  general  farm  organization 

Must  be  a  director  of  general  farm  organization 

Must  market  products  through  association 

Must  be  a  stockholder 

Must  be  active  executive  of  member  cooperative 

Must  be  a  producer  under  contract  with  member  association 

Must  be  member  or  employee  of  member  association 

No  director  qualifications  specified  in  bylaws 


16 
8 
6 
5 
4 
3 
2 
2 
2 
2 
2 
1 
1 
1 
1 
1 
1 
2 


directors.  Thirteen  associations  list 
but  one  director  qualification  in  their 
bylaws.  But  this  one  requirement  is 
not  the  same  qualification  in  each 
of  the  13  associations.  In  fact,  the 
one  requirement  of  the  13  associa- 
tions is  spread  over  9  different  qual- 
ifications. The  bylaws  of  nine 
associations  contain  two  director 
qualifications.  These  9  associations 
report  10  different  qualifications. 
Four_  associations    each    have    three 


director  qualifications.  Three  re- 
gionals  have  four  director  qualifi- 
cations. And  one  association  has  five 
director  qualifications. 

The  bylaws  of  16  out  of  30  of  the 
regional  cooperatives  organized  on  a 
federated  basis  specify  that  direc- 
tors of  the  regional  must  be  mem- 
bers of  a  member  cooperative.  An 
additional  four  associations  said  that 
their    directors   must  be  officers, 
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directors,  or  members  of  a  member 
cooperative.  The  bylaws  of  three 
regionals  limit  directors  of  the  re- 
gional to  directors  of  member  coop- 
eratives;. 

An  entirely  different  qualification 
included  in.  the  bylaws  of  five  re- 
gionals prohibits  any  employee  of 
these  associations  from  ever  be- 
coming a  director.  On  the  other 
hand,  the  bylaws  of  two  regionals 
require  directors  to  be  managers  of 
member  cooperatives.  And  a  num- 
ber of  other  regionals  extend  direc- 
tor eligibility  qualifications  to  em- 
ployees of  member  cooperatives. 

To  convey  some  idea  of  the  diver- 
sity of  director  qualifications  of  fed- 
erated regional  farmer  cooperatives 
and  the  eligibility  limitations  they 
impose,  the  following  excerpts  are 
quoted  from  the  bylaws  of  a  number 
of  associations. 

Only  persons  who  are  and  have  been 
members  of m ember  associa- 
tions for  at  least  one  year  are  qualified 
to  be  elected  or  to  serve  as  regular  or 
alternate  members  of  the  board  of  di- 
rectors of  this  association.  Provided, 
that  no  person  who  is  an  employee  of 
this  association,  or  who  has  an  imme- 
diate relative  employed  by  it  as  man- 
ager, department  head,  or  in  any  super- 
visory position,  may  be  elected  or  hold 
office  as  a  director  or  alternate  direc- 
tor. 

In  contrast,  here  are  the  bylaw 
provisions  of  another  federated  re- 
gional cooperative  that  takes  an 
entirely  different  tack  with  respect 
to  who  may  become  a  director. 

No  person  shall  be  eligible  for  election 
as  a  director  who  is  not  an  officer  or 
employee  of  a  stockholder  of  this  cor- 
poration. 


All  the  stockholders  of  this  re- 
gional are  themselves  regional  coop- 
eratives. 

Again  the  bylaws  of  another  fed- 
erated  cooperative   regional  provide: 

The  affairs  of  this  corporation  shall  be 
managed  by  a  board  of  twelve  direc- 
tors, nine  of  whom  shall  be  managers  of 
share  holding  companies  to  be  elected 
by  voting  delegates  of  shareholder 
farmers1  organizations,  corporations, 
companies  and  associations,  and  three 
of  whom  shall  be  elected  by  the  board 
of  directors  of  the  —  Association  from 
their  own  number. 

The  nine  directors  provided  for 
above  are  elected  on  a  district  basis 
from  among  the  managers  of  local 
cooperatives  in  each  district  that  are 
members  of  the  regional.  The  three 
directors   who   are  also  directors   of 

the association  are   elected  from 

the    directors    of  this   association  to 
sit  on  the  board  of  the  regional. 


Centralized  Cooperatives 

Twenty -four  cooperatives  that 
submitted  bylaws  for  study  are 
organized  as  centralized  coopera- 
tives. These  24  centralized  regionals 
enumerate  11  different  director 
qualifications  in  their  bylaws  (table 
3).  Twenty -one  of  the  associations 
provide  that  directors  must  be  active 
bona  fide  members  in  good  standing. 
Four  said  that  directors  must  not 
compete  with  the  association  or 
affiliate  with  an  association  that  is 
in  competition.  The  bylaws  of  one 
regional  contain  no  specific  qualifi- 
cations for  directors  whatsoever. 
Unlike  some  of  the  federated  coop- 
eratives, the  bylaws  of  none  of  the 
24  centralized  regionals  contain  any 
provision  for  managers  or  em- 
ployees to  become  directors. 
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Table  3. — Bylaw  qualifications  for  directors  of  24  centralized  cooperatives 


Director  qualifications 


Number  of  times 

qualifications 

reported 


Must  be  an  active,  bona  fide  member  in  good  standing 

Must  not  be  in  competition  with  association  or  affiliated  with  association 
in  competition 

Must  be  a  producer  of  products  handled  by  association 

Must  reside  in  district  from  which  elected 

Must  be  a  member  of  his  local  branch 

Must  not  be  an  employee  of  association 

Must  be  under  contract  to  market  for  3  years  prior  to  election 

Director-at-large  has;  no  specified  qualifications 

Must  patronize  and  market  products  through  association 

Must  have  a  financial  interest  in  products  handled  by  association 

Must  be  a  member  of  general  farm  organization 

No  director  qualifications  specified  in  bylaws 


21 

4 
3 
3 

1 
1 
1 
t 
1 
1 
1 
1 


Quoted  below  are  the  membership 
and  the  director  election  provisions 
of  a  centralized  regional  farmer 
cooperative  which  restricts  its 
membership  to  farmers  only. 

All  farmers  who  shall  purchase  from 
or  through  the  Association  shall  there- 
upon without  further  notice  or  action,, 
become  members  of  the  association, 
and  shall  within  sixty  days  thereafter 
be  given  a  certificate  of  membership.,.. 

Directors  are  "elected  by  the 
members  by  ballot  at  an  annual 
meeting  or  at  any  meeting  held  in 
lieu  thereof."  Every  director  is  re- 
quired to  be  a  farmer  and  a  member 
of  the  association  as  a  prerequisite 
to  his  election.  This  is  the  simple 
kind  of  cooperative  membership 
structure    familiar    to    most    people. 


It    is    the    type    used    by    most    local 
associations. 


Mixed  Membership 
Cooperatives 

As  previously  defined,  a  mixed 
membership  cooperative  is  one  that 
has  both  cooperatives  and  indi- 
viduals as  members.  The  bylaws  of 
53  of  the  107  major  regional  farmer 
cooperatives  studied  show  that  they 
are  organized  on  a  mixed  member- 
ship basis.  These  53  mixed  member- 
ship cooperatives  spell  out  14  dif- 
ferent qualifications  for  directors 
in  their  bylaws. 

A  majority  of  these  regionals  have 
only   one    qualification   for   directors, 
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but  not  all  have  the  same  qualifica- 
tion. Two  cooperatives  list  as  many 
as  five  director  qualifications.  On 
the  other  hand,  4  associations  out  of 
the  53  have  bylaws  that  do  not  spe- 
cify any  qualifications  whatsoever 
for  directors. 

The  most  common  qualification 
found  in  the  bylaws  requires  direc- 
tors to  be  members  either  of  the 
regional  itself  or  members  of  a 
cooperative  that  holds  member- 
ship in  the  regional.  The  bylaws  of 
40  of  the  53  mixed  membership 
cooperatives  contain  this  provision 
(table  4). 


Many  regionals  elect  their  direc- 
tors by  districts.  The  bylaws  of  12 
associations  specify  that  directors 
must  reside  in  the  district  from 
which  they  are  elected.  Seven  asso- 
ciations require  directors  to  patron- 
ize the  association  and  market  their 
products  through  the  association. 
The  bylaws  of  six  of  the  cooperatives 
contain  prohibitions  against  directors 
engaging  in  business  in  competition 
with  the  association  or  being  affili- 
ated with  businesses  in  competition 
with  the  association.  Five  associa- 
tions have  provisions  in  their  bylaws 
forbidding  employees  from  becoming 
directors  of  the  cooperative. 


Table  4. --Bylaw  qualifications  for  directors  of  53  mixed  membership  cooperatives 


Director  qualifications 


Number  of  times 

qualifications 

reported 


Must  be  a  member  or  a  member  of  a  member  cooperative 

Must  reside  in  election  district 

Must  patronize  the  association— market  products  through  the  association 

Must  not  be  in  competition  with  association  or  affiliated  with  association  in  competition 
with  the  cooperative 

Must  be  holder  of  common  stock  in  association  or  member  of  a  cooperative  that  is  a 
stockholder 

Must  not  be  an  employee  of  association  he  represents 

Must  be  a  producer  of  products  handled  by  association 

Must  be  a  director  of  a  member  association 

Must  be  duly  qualified  and  active  member  of  an  advisory  committee 

MustThave  written  designation  from  local  association 

Must  be  owner,  director,  or  manager  of  member  association 

Must  be  a  member  of  general  farm  organization 

Any  person  can  be  a  director 

No  director  qualifications  specified 


40 

12 

7 


6 
5 
4 
1 
1 
1 
2 
1 
1 
4 
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Applications  of  Director  Qualifications 


The  foregoing  discussions  sum- 
marize the  director  qualifications 
found  in  the  bylaws  for  federated, 
centralized,  and  mixed  membership 
cooperatives.  Points  of  similarity 
as  well  as  points  of  difference  are 
observed  in  the  director  qualifica- 
tions of  each  type  of  association. 
Cooperative  associations  are  not 
eligible  for  membership  in  central- 
ized cooperatives.  And  individuals 
are  not  eligible  for  membership  in 
federated  cooperatives.  But  mem- 
bership is  open  to  both  associations 
and  individuals  in  mixed  membership 
cooperatives.  These  restrictions  on 
membership  have  a  direct  bearing  on 
directors  and  the  methods  employed 
for  their  selection  and  election. 

In  their  organization  papers  each 
type  of  regional  cooperative  lays 
down  membership  restrictions,  but 
not  all  of  them  spell  out  qualifica- 
tions for  directors.  About  75  percent 
of  the  bylaws  of  all  three  types  of 
regional  cooperatives  contain  spe- 
cific provisions  pertaining  to  the 
membership  of  directors  in  the 
cooperatives  on  whose  boards  they 
sit.  The  balance  of  the  bylaws 
examined  contain  a  wide  range  of 
director  qualifications  as  shown  by 
tables  2,  3,  and  4.  Some  bylaws  do 
not  specify  that  directors  must  be 
members  of  cooperatives. 

Federated  Cooperatives 

Federated  cooperatives  that  re- 
quire  their   directors  to  be  members 


of  a  member  cooperative  must  draw 
their  directors  from  that  source. 
The  bylaws  of  associations  with  such 
provisions  frequently  contain  a  sec- 
tion somewhat  like  the  following: 

— directors  shall  be  members  of  coop- 
erative associations  holding  common 
stock  in  this  association. 

Where  directors  of  regional  coop- 
eratives are  nominated  and  elected 
by  districts,  the  bylaws  generally 
require  that  the  directors  reside  in 
the  district  from  which  they  are 
nominated.  Some  federated  regional 
cooperatives  narrow  the  field  still 
further  by  requiring  that  directors 
must  be  directors  of  a  member 
association.  Others  not  quite  as 
precise  specify  that  the  director 
elected  to  the  board  of  a  federated 
regional  cooperative  must  be  either 
a  manager,  director,  or  employee  of 
a  member  association.  An  illustra- 
tion of  such  a  provision  is  the  fol- 
lowing : 

Only  persons  who  are  members  of  the 
board  of  directors  or  are  officers  or 
employees  of  a  regional  cooperative 
association  having  membership  in  this 
association  shall  be  eligible  for  election 
to  the  board  of  directors  of  this  asso- 
ciation. 

Others  require  directors  to  be 
managers    of    member   cooperatives. 

The  bylaws  of  a  few  regional  coop- 
eratives sponsored  by  a  general  farm 
organization   may   contain  provisions 


9  - 


requiring  all  their  directors  to  be 
members  of  that  particular  farm 
organization.  The  following  is  quoted 
from  bylaws  containing  such  a 
restriction. 

All  the  corporate  capacity  of  this  cor- 
poration shall  be  vested  in,  and  all  its 
corporate  powers  shall  be  exercised  by 
a  board  of  (9)  directors  who  shall  be 
members  of  the  — --. 

Through  bylaw  restrictions  some 
federated  cooperatives  come  very 
near  naming  the  man,  or  at  least  the 
position  the  man  occupies  in  a  mem- 
ber association,  who  shall  sit  on  the 
board  of  a  federated  regional  or 
national  cooperative.  Under  ideal 
conditions,  such  restrictive  provi- 
sions can  be  elements  of  strength  in 
the  administration  and  operation  of  a 
farmer  cooperative.  But  under  less 
favorable  conditions,  they  may  gen- 
erate problems  that  lead  to  dissen- 
sion over  such  questions  as  control 
and  issues  involving  equitable  and 
democratic  representation. 

As  federated  cooperatives  grow  in 
size,  integrate  their  operations,  and 
become  regional  and  national  in 
scope,  the  problem  of  maintaining 
good  membership  relations  becomes 
complicated.  It  becomes  increasingly 
difficult  for  these  cooperatives  to 
preserve  satisfactory  lines  of  com- 
munications back  to  the  individual 
producer. 

The  form  of  the  organization 
structure  of  some  federated  coop- 
eratives somewhat  insulates  the  re- 
gional from  direct  farmer  contacts. 
Take,  for  example,  the  case  of  a 
national  cooperative  whose  mem- 
bership is  made  up  exclusively  of 
other  regional  cooperatives.  Here 
application  of  director  bylaw  qualifi- 


cations progressively  restricts  the 
choice  of  directors  as  cooperatives 
climb  the  ladder  from  local  associa- 
tions, to  regional  cooperatives,  to 
organizations  national  in  scope. 

This  national  cooperative  begins 
with  the  farmer  producer  as  a  mem- 
ber of  his  local  cooperative.  The 
local  cooperative  is  a  member  of  a 
regional  cooperative.  The  regional 
cooperative  is  a  member  of  a 
national  federation  of  cooperatives 
functioning  more  or  less  as  a  trade 
association.  Regional  members  of 
this  national  federation  of  coopera- 
tives that  file  applications  may  be 
accepted  to  membership  in  the 
national  cooperative  offering  selling 
and  purchasing  services  to  member 
regionals.  The  bylaws  provide  that 
the  board  of  directors  of  this 
national  cooperative  shall  be  com- 
posed exclusively  of  the  managers 
of  the  regional  cooperatives  that 
make  up  its  membership. 

This  national  association,  while 
retaining  its  cooperative  charac- 
teristics, is  a  long  way  from  the 
producer  from  an  organization 
standpoint.  Application  of  director 
bylaw  qualifications  disrupts  the 
lines  of  communication  and  control 
between  the  farmer  and  his  national 
organization.  How  these  lines  can  be 
shortened  and  strengthened  while  re- 
taining the  advantages  of  mobility 
and  quick  decision  claimed  for  the 
present  organization  structure  is  an 
area  demanding  increased  attention 
and  study. 


Centralized  Cooperatives 

From  an  organization  standpoint, 
application  of  director  bylaw  qualifi- 
cations   is  more  direct  in  centralized 
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cooperatives.  They  provide  a  shorter 
and  clearer  communications  pipeline 
from  the  member  to  his  cooperative 
than  federated  associations  do. 
Every  member  of  a  centralized 
cooperative  holds  direct  member- 
ship in  it.  Each  member  has  a  vote. 
There  are  no  intervening  member 
associations  with  managers  and  di- 
rectors between  the  farmer  and  his 
regional  cooperative.  Ordinarily  any 
member  in  good  standing  of  a  cen- 
tralized cooperative  is  eligible  to  be 
elected  to  the  board  of  directors.  In 
this  respect  centralized  cooperatives 
are  far  less  restrictive  in  the  selec- 
tion of  their  directors  than  some 
federated  cooperatives. 

In  centralized  cooperatives  with 
small  memberships  every  member 
has  a  direct  vote  for  directors.  But 
in  many  large  regional  cooperatives 
serving  thousands  of  patrons,  mem- 
bers frequently  exercise  their  votes 
through  delegates  elected  at  large 
or  at  district  membership  meetings. 
The  delegates  chosen  to  represent 
the  members  at  annual  meetings  of 
an  association  cast  the  votes  to  elect 
the  directors. 

A  few  centralized  regional  coop- 
eratives,  in  spite  of  their  large 
memberships,  still  adhere  to  the 
direct  voting  principle  giving  each 
individual  member  a  direct  vote  in 
the  election  of  directors  to  repre- 
sent his  interests.  Here  mere  size 
and  the  large  number  of  members 
involved  can  be  difficult  handicaps 
in  the  selection  of  the  best  quali- 
fied directors. 

As  centralized  regionals  have 
grown  in  size  and  spread  out  over  a 
wider  and  wider  territory,  their 
memberships  have  increased  many 
times.  Some  centralized  coopera- 
tives  have  memberships  running  into 


the  tens  of  thousands.  This  poses 
a  membership  relations  problem. 
The  job  of  maintaining  an  informed 
membership  in  organizations  of  such 
size  is  staggering.  Even  though  the 
organization  structure  of  central- 
ized cooperatives  provides  for  direct 
member  relationships,  it  is  probable 
that  members  of  some  large  cen- 
tralized cooperatives  do  not  feel  any 
closer  to  their  associations  than  the 
individuals  that  compose  the  ulti- 
mate membership  of  association 
members   of  federated   cooperatives. 

Mixed  Membership 
Cooperatives 

The  problems  of  applying  director 
bylaw  qualifications  to  federated  and 
centralized  cooperatives  are  com- 
pounded in  the  case  of  mixed  mem- 
bership associations.  Here  the 
cooperative  must  satisfy  not  only 
individual  patrons  holding  direct 
membership  but  members  and  offi- 
cers of  member  associations  as 
well,  To  accomplish  this,  several 
methods  of  representation  are  used 
with  various  degrees  of  success. 

Some  regionals  follow  the  plan  of 
according  a  vote  to  every  individual 
patron  in  good  standing  who  holds  a 
direct  membership  in  the  regional. 
Association  members  of  the  regional 
have  one  vote  for  every  individual 
member  of  their  respective  asso- 
ciations. Thus,  the  method  of  repre- 
sentation becomes  essentially  one 
member,  one  vote, 

Other  mixed  membership  re- 
gionals accord  one  vote  to  every 
individual  member.  But  they  accord 
only  one  vote  to  an  association  mem- 
ber. Directors  may  be  chosen  either 
from  the  individual  members  of  the 
regional  or  from  members  of  mem- 
ber cooperatives  of  the  regional. 
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Nomination  of  Directors 


Farmer  cooperatives  nominate 
their  directors  in  many  different 
ways.  The  bylaws  usually  spell  out 
the  nominating  procedures  used  by 
any  given  cooperative.  Surprisingly, 
however,  some  bylaws  make  no  men- 
tion whatsoever  of  nominating  pro- 
cedures. 

Of  the  bylaws  of  major  regional 
farmer  cooperatives  examined  in 
connection  with  this  study,  50  con- 
tained no  specific  provisions 
describing  how  they  nominate  their 
directors.  This  list  of  50  includes 
10  of  the  30  federated  cooperatives, 
16  of  the  24  centralized  coopera- 
tives, and  24  of  the  53  mixed  mem- 
bership cooperatives. 


methods    encourage    and    result   in 
spur   of  the  moment  nominations  that 


do   not    result   in 
strongest  men. 


the   selection  of  the 


The  next  year  without  amending 
their  bylaws  the  membership  may 
vote  to  use  a  nominating  committee 
in  choosing  its  directors  with  mem- 
bers having  the  privilege  of  supple- 
menting the  nominations  of  the  com- 
mittee by  nominations  from  the 
floor.  This  method  may  work  so  well 
the  membership  may  vote  to  continue 
it  the  following  year.  But  the  mem- 
bership still  retains  the  privilege 
of  changing  its  nominating  proce- 
dures at  any  annual  membership 
meeting. 


Flexible  Nominating 
Procedures 

Where  the  bylaws  are  silent,  the 
membership  has  the  opportunity  to 
choose  any  legal  method  to  nominate 
and  elect  directors.  This  makes  it 
possible  to  change  director  nomina- 
tion procedures  at  will  at  any  annual 
meeting.  Thus  an  association  may 
employ  one  method  one  year  and 
an  entirely  different  nominating 
method  the  succeeding  year. 

For  example,  the  membership  of 
an  association,  whose  bylaws  contain 
no  nominating  provisions,  may  elect 
to  nominate  their  directors  by  voice 
from  the  floor  at  the  annual  meet- 
ing. Some  members,  dissatisfied 
with     this      procedure,      claim     such 


Absence  from  the  bylaws  of  defi- 
nite nomination  procedures  intro- 
duces flexibility  in  the  choice  of 
candidates.  But  this  is  not  neces- 
sarily a  blessing.  Its  advantage  lies 
in  the  fact  that  the  membership  can 
change  director  nomination  proce- 
dures at  any  time  without  having  to 
amend  the  bylaws.  This  makes  it 
possible  for  a  cooperative  to  adopt 
the  newest  and  most  advanced  nomi- 
nation procedures  immediately. 

Actually  the  members  have  no 
more  or  no  less  control  when  nomi- 
nation procedures  are  omitted  from 
the  bylaws.  The  power  to  change 
nomination  procedures  rests  with 
the  members  whether  it  is  spelled 
out  in  the  bylaws  or  not.  And  it  is 
relatively     easy     for    m     mbers    to 
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amend  the  bylaws  of  most  coopera- 
tives, should  the  occasion  arise. 
Then,  too,  there  are  those  who  feel 
the  stability  of  a  cooperative  is  im- 
paired unless  the  bylaws  spell  out 
some  continuity  in  director  nomina- 
tion and  election  procedures. 

Many  combinations  of  nominating 
methods  are  employed  by  different 
associations  in  choosing  their  candi- 
dates for  directors.  Every  method 
and  every  variation  probably  has  its 
place  under  a  given  set  of  circum- 
stances. No  one  method  of  nomina- 
tion is  considered  superior  to  all 
other  methods.  Nor  is  any  one 
method  applicable  to  all  types  of 
associations.  Certain  principles  of 
nomination,  however,  gain  wide 
verbal  support  if  not  wide  bylaw 
acceptance. 


More  Than  One  Candidate 


The  principle  of  nominating  two 
or  more  candidates  for  director  for 
each  vacancy  to  be  filled  has  many 
supporters.  However,  of  the  107  by- 
laws reviewed,  only  13  associations 
made  specific  provision  for  nomina- 
tion of  more  than  one  candidate  for 
each  board  vacancy.  On  occasion 
more  than  one  candidate  may  be 
nominated  in  the  other  associations, 
although  the  bylaws  do  not  require 
it. 

Sometimes  organization  structures 
and  bylaw  provisions  actually  pre- 
clude the  nomination  of  more  than 
one  candidate  for  each  director  va- 
cancy to  be  filled.  In  one  federated 
organization  that  provides  for  the 
same  number  of  directors  as  there 
are  member  cooperatives,  the  by- 
laws state  that  "the  directors  of 
this  association  shall  be  managers 
of    member    cooperatives."    Under 


these  circumstances  there  is  defi- 
nitely no  chance  to  nominate  two 
candidates  for  every  vacancy.  Indeed 
in  cooperatives  where  such  provi- 
sions are  written  into  the  bylaws, 
changes  in  directors  can  occur  only 
on  resignation,  retirement,  or  death 
of  a  director-manager. 

Lack  of  definite  provisions  re- 
quiring the  nomination  of  at  least 
two  candidates  for  each  director  va- 
cancy may  contribute  to  member- 
ship apathy  in  many  cooperatives. 
For  with  only  one  candidate  nomi- 
nated for  an  office,  it  is  difficult  to 
arouse  interest  in  an  election.  With- 
out at  least  two  candidates  for  each 
position,  the  membership  has  no 
choice.  Elections  turn  out  to  be  cut 
and  dried  affairs.  And  the  member- 
ship recognizes  them  as  such. 

Most  major  regional  farmer  coop- 
eratives could  spend  some  time  to 
advantage  in  inventorying  and  ap- 
praising their  own  selection  and 
election  methods  and  determining 
how  well  they  meet  their  needs.  As 
a  general  observation,  some  coop- 
eratives may  not  place  enough 
emphasis  on  the  importance  of  nom- 
ination and  selection  procedures. 
Unquestionably  the  progress  of  some 
cooperatives  is  hampered  and  im- 
peded by  inept  boards  of  directors. 
More  bylaws  should  contain  provi- 
sions requiring  the  nomination  of 
two  or  more  candidates  for  positions 
to  be  filled.  Cooperatives  might  well 
exercise  greater  care  in  the  selec- 
tion of  candidates. 


By  Districts 

One  of  the  more  common  provi- 
sions in  use  by  all  three  member- 
ship types  of  regional  cooperatives 
is  the  nomination  of  directors  by 
districts.      A     total     of     62     regional 
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cooperatives  included  in  the  sample 
use  this  method.  But  having  speci- 
fied nomination  by  districts,  most 
of  these  bylaws  are  silent  as  to  the 
nomination  procedures  to  be  fol- 
lowed in  district  meetings.  The  by- 
laws answer  the  question  where  di- 
rectors are  to  be  nominated  but  they 
fail  to  spell  out  how  they  are  to  be 
nominated. 

Table  5  shows  the  types  of  major 
regional  cooperatives  nominating  di- 
rectors by  districts.  Seventy  percent 
of    the   mixed   membership   regionals 


in  the  sample,  37  of  53,  use  some 
kind  of  districting  procedure  for 
securing  nominations  for  directors. 
Centralized  cooperatives  also  use 
districts  extensively  for  director 
nominations.  Of  24  such  associa- 
tions in  the  sample,  14  employ  a 
districting  method.  Fewer  federated 
cooperatives  use  district  nominating 
procedures  than  either  mixed  mem- 
bership  or    centralized  cooperatives. 

Of  the  30  federated  cooperatives 
in  the  sample,  11  use  some  form  of 
nomination     by     districts.    A    partial 


Table  5C-- Types  of  major  regional  farmer  cooperatives  nominating  directors  by  districts 


Percent  of  regional  cooperatives  in 
sample  nominating  directors  by 
districts 


Types  of  association 

Centralized 
cooperatives 

Federated 
cooperatives 

Mixed 
membership 
cooperatives 

Total 

Cotton 

0 

1 

1 

2 

Dairy 

7 

1-* 

6 

14 

Fruits  and  vegetables 

1 

1 

5 

7 

Grain  and  soybean  processing 

0 

2 

1 

3 

Livestock 

3 

0 

3 

6 

Nuts 

0 

0 

2 

2 

Poultry 

1 

o 

3 

4 

Special  cops 

1 

0 

2 

3 

Tobacco 

1 

0 

0 

1 

Wool 

0 

0 

5 

5 

Total  marketing 

14 

5 

28 

47 

Farm  supply 

0 

6 

.9 

15 

Total  marketing  and  farm  supply 

14 

11 

37 

62 

Total  regional  cooperatives  in 
sample 

24. 

30 

53 

107 

58 


37 


70 


58 
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explanation  lies  in  the  fact  that  the 
bylaws  of  federated  cooperatives 
often  specify  that  nominees  for  di- 
rectors at  the  regional  level  will  be 
made  by  member  associations.  In 
many  respects  nomination  by  mem- 
ber associations  is  equivalent  to 
nomination  by  districts  since  the 
nominees  chosen  are  selected  from 
the  territory  (or  district)  in  which 
the  member  association  operates. 

In  implementing  the  plan  for  di- 
rector nominations  by  districts,  the 
territory  served  by  the  cooperative 
is  divided  into  director  districts  and 
one  or  more  directors  are  nominated 
by  members  residing  in  each  dis- 
trict. Ordinarily  these  nominations 
are  made  in  district  membership 
meetings  held  before  the  annual 
meeting.  But  they  may  be  made  also 
at  annual  membership  meetings  by 
dividing  the  membership  in  attend- 
ance into  districts.  It  is  not  uncom- 
mon for  the  districts  to  be  defined 
in  the  bylaws.  The  bylaws  also  may 
specify  redistricting  procedures  in 
the  event  districts  become  unbal- 
anced from  the  standpoint  of  direc- 
tor, membership  representation. 

Nomination  at  district  meetings 
ordinarily  is  equivalent  to  election. 
A  few  associations  actually  nominate 
and  elect  their  directors  at  district 
meetings.  As  a  usual  thing,  however, 
the  bylaws  provide  only  for  nomina- 
tion at  district  meetings  with  elec- 
tion or  confirmation  taking  place  at 
the  annual  membership  meeting* 

District  meetings,  however,  have 
the  effect  of  bringing  the  association 
closer  to  the  membership  and  are 
regarded  as  a  sound  method  for  the 
selection  of  directors.  When  coop- 
eratives serve  a  large  territory,  the 
district  plan  of  representation  in- 
sures distribution  of  the  directors 
over   a  wide  area.  From  an  adminis- 


trative standpoint,  however,  district 
representation  sometimes  involves 
scheduling  and  calling  many  mem- 
bership meetings,  particularly  where 
the  regional  has  a  large  board  of  di- 
rectors and  the  territory  is  divided 
into  many  districts. 

The  following  examples  of  stipula- 
tions providing  for  nomination  of  di- 
rectors by  districts  are  quoted  from 
bylaws  examined  in  connection  with 
this  study. 

A  meeting  shall  be  held  in  each  of  said 
districts  by  the  members  residing 
therein,  for  the  purpose  of  nominating 
a  director  from  said  district.  Such  dis- 
trict meetings  shall  be  held  at  least 
thirty  (30)  days  prior  to  the  expiration 
of  the  terms  of  office  of  the  directors 
from  those  districts ,  and  shall  be  called 
by  the  secretary  of  this  association  by 
giving  at  least  fifteen  (15)  days'  notice 
of  the  time  and  place  thereof  to  each  of 
the  members  residing  in  said  districts. 
The  names  of  candidates  for  nomination 
as  director  from  any  district  must  be 
filed  in  writing  with  the  secretary  of 
this  association  by  the  members  nam- 
ing such  candidates ,  at  least  thirty  (30) 
days  prior  to  the  holding  of  the  district 
meeting,  and  the  secretary  shall  include 
the  names  of  such  candidates  in  the 
notice  of  the  meeting.  The  requirement 
for  filing  the  names  of  such  candidates 
with  the  secretary  shall  be  called  to  the 
attention  of  each  of  the  members  resid- 
ing in  the  district  at  least  seventy-five 
(75)  days  prior  to  the  holding  of  the  dis- 
trict meeting.  Upon  the  convening  of  any 
district  meeting,  the  members  shall 
elect  a  chairman,  who  shall  preside  at 
such  meeting,  and  a  secretary,  who 
shall  keep  the  minutes.  After  it  shall 
have  been  determined  that  a  quorum  is 
present,  the  chairman  shall  read  the 
names  of  the  candidates  to  be  voted 
upon  for  nomination  as  director  from 
said  district.  The  candidate  receiving  a 
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majority  of  the  votes  of  the  members 
present  shall  receive  the  nomination, 
and  the  secretary  of  the  meeting  shall 
promptly  notify  the  secretary  of  this 
association  in  writing  of  the  name  and 
address  of  suck  nominee.  Shoidd  there 
be  no  candidate  whose  name  has  been 
filed  in  writing  with  the  secretary  of 
this  association,  or  should  no  candidate 
receive  a  majority  of  the  votes  after 
seven  (7)  ballots,  the  chairman  shall 
call  for  the  names  of  candidates  from 
the  floor,  excluding  those  previously 
named  and  voted  upon,  if  such  there  be. 
The  members  shall  be  represented  and 
vote  at  such  district  meetings  in  the 
same  manner  as  provided  in  the  case  of 
meetings  of  the  members  as  a  whole. 


The  bylaws  of  another  regional 
cooperative  describe  the  procedures 
for  nomination  of  directors  by  dis- 
tricts in  this  way: 

At  least  fifteen  (15)  days  prior  to  the 
annual  meeting  at  which  the  term  of  a 
director  of  any  district  shall  expire,  a 
primary  election  shall  be  held  in  such 
district  for  the  purpose  of  electing  a 
director  for  such  district  for  the  next 
term  and  all  members  in  such  district 
shall  be  entitled  to  participate  in  such 
primary  election.  Directors  elected  in 
the  respective  districts  shall  be  deemed 
thereby  elected  as  directors  of  this 
Association,  and  shall,  if  qualified,  be 
accepted  and  elected  at  the  regular 
meeting  of  the  Association  and  there- 
upon admitted  to  Board  membership. 

The  bylaws  may  provide  for  re- 
districting  by  action  of  the  direc- 
tors, by  vote  of  the  membership,  or 
through  a  redistricting  committee. 
Whatever  redistricting  method  is 
written  into  the  bylaws  should  be 
made  mandatory.  Where  redistrict- 
ing   is    left    to    the   discretion  of  the 


directors,  often  nothing  happens  be- 
cause the  directors  are  involved  in 
decisions  affecting  themselves. 
Under  discretionary  provisions  a 
reluctance  to  redistrict  the  terri- 
tory is  thus  understandable  even  in 
circumstances  where  it  may  be  badly 
needed. 

A  typical  redistricting  provision 
is  quoted  from  the  bylaws. 

Prior  to  the  15th  day  of  December  of 
each  year,  the  Board  shall  review  the 
districts  as  hereinbefore  defined  and 
ascertain  whether  or  not  such  districts 
as  delineated  and  the  number  of  direc- 
tors allotted  to  each  constitute  fair  and 
equitable  district  representation  based 
on  the  tonnage  of  products  marketed  to 
or  through  the  Association  during  the 
immediately  preceding  three  seasons. 
Should  the  Board  find  that  any  of  said 
districts  do  not  properly  reflect  fair 
and  equitable  district  representation 
based  on  tonnage  of  products,  the  Board 
shall  reapportion  the  directors  or  re- 
district  the  territory  covered  by  the 
association  or  both  after  30  days  written 
notice  to  all  members  of  the  associa- 
tion of  the  proposed  action  of  the  Board. 

Where  the  bylaws  provide  for  a 
redistricting  committee  or  a  re- 
districting commission,  the  majority 
of  the  membership  of  such  com- 
mittee or  commission  is  usually 
composed  of  persons  outside  the 
board  of  directors.  Lodging  the  re- 
districting power  in  a  committee, 
the  majority  of  whom  are  not  direc- 
tors, ordinarily  assures  more  ac- 
tivity than  where  the  redistricting 
is  left  entirely  to  directors.  Redis- 
tricting committees  can  be  appointed 
by  the  president  or  elected  by  the 
membership.  An  example  of  a  redis- 
tricting provision  is  quoted  from  the 
bylaws. 
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Whenever  changes  in  district  bound- 
aries seem  desirable,  the  board  of  di- 
rectors shall  appoint  one  director  and 
two  other  members  resident  in  each 
district  as  then  constituted  to  a  re  zon- 
ing commission.  At  the  request  of  the 
directors,  the  21  persons  comprising 
such  a  commission  shall  meet  on  ten 
days'  notice  by  mail  by  the  secretary, 
to  consider  desirable  changes  and  pre- 
pare a  report.  A  majority  of  the  mem- 
bers of  the  commission  shall  constitute 
a  quorum  at  commission  meetings. 


He  then  proceeds  to  designate  sep- 
arate rooms  or  locations  where  the 
members  in  attendance  from  each 
district  are  to  meet  and  caucus. 
The  chairman  may  appoint  a  leader 
from  the  members  of  each  district 
to  conduct  the  district  caucus  nomi- 
nation meetings  and  report  the  nom- 
inations back  to  the  general  mem- 
bership meeting.  The  membership 
meeting  is  then  recessed  to  convene 
again  to  hear  the  nominations  from 
the  districts  and  to  elect  a  slate  of 
directors. 


By  Caucus 

The  bylaws  of  eight  regional  coop- 
eratives that  elect  their  directors  by 
districts  provide  for  nominations  of 
directors  by  caucus  at  the  annual 
membership  meeting.  Nomination  of 
directors  by  district  caucus  is  used 
by  ail  types  of  associations,  central- 
ized, federated,  and  mixed  member- 
ship cooperatives. 

The  bylaw  quoted  below  is  an 
example  of  such  provisions: 

At  each  annual  meeting,  voting  dele- 
gates or  representatives  of  member  pa- 
trons of  the  association  in  good  stand- 
ing, shall  caucus  by  districts  as  herein 
above  established  and  present  to  the 
annual  meeting  following  such  district 
caucuses  the  names  of  not  more  than 
two  candidates  for  director  from  each 
district  wherein  a  vacancy  exists.  In 
the  event  a  district  caucus  shall  unani- 
mously agree  upon  a  single  nominee  for 
director  the  name  of  such  nominee  shall 
alone  be  submitted  to  the  membership. 


When  nominating  by  caucus,  the 
chairman  of  the  membership  meet- 
ing announces  the  next  order  of  busi- 
ness as   the  nomination  of  directors. 


When  director  nominations  are 
made  by  district  caucuses,  usually 
only  one  name  from  each  district 
is  submitted  to  the  annual  member- 
ship meeting  for  election  or  con- 
firmation. Sometimes  the  name  pre- 
sented from  a  district  for  election 
as  a  director  is  the  only  name  that 
was  placed  in  nomination.  At  other 
times  the  nominee  won  his  nomina- 
tion as  a  result  of  a  spirited  election 
by  secret  ballot.  Frequently,  how- 
ever, where  director  nominations 
are  made  by  caucus  of  members  by 
districts,  the  nomination  vote  is  by 
voice  and  this  is  not  conducive  to 
more  than  one  nomination. 

As  usually  conducted,  nomination 
by  caucus  at  annual  membership 
meetings  is  not  considered  one  of 
the  best  ways  of  choosing  the 
strongest  directors  available.  This 
type  of  nomination  permits  little,  if 
any,  advance  planning.  Very  few 
members  have  any  idea  who  they 
will  support  for  directors  in  ad- 
vance of  the  annual  meeting.  They 
have  little  or  no  opportunity  of 
familiarizing  themselves  with  the 
background  and  experience  of  the 
candidates  before  being  asked  to 
make  a  selection. 

Where  cooperatives  serve  a  wide 
area  and  the  territory  is  divided  into 
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several  districts,  remote  districts 
are  apt  to  be  poorly  represented  at 
the  annual  membership  meeting. 
There  are  instances  where  the  mem- 
ber representation  from  a  given  dis- 
trict is  so  sparse  as  to  weaken  dis- 
trict membership  caucuses  and 
nomination  procedures.  Wherever 
possible,  in  the  establishment  of  dis- 
tricts, such  situations  should  be 
guarded  against  as  they  are  not  con- 
ducive to  the  election  of  strong 
boards  of  directors. 


By  Petition 

Another  method  for  the  selection 
of  candidates  for  directors  is  that  of 
nomination  by  petition  of  members 
in  advance  of  the  annual  member- 
ship meeting.  None  of  the  30  fed- 
erated regional  cooperatives  in- 
cluded in  this  study  nominate  their 
directors  by  petition.  But  eight  of 
the  centralized  and  mixed  member- 
ship cooperatives  do. 

The  method  contemplates  some 
initiative  on  the  part  of  members 
in  the  selection  of  their  directors. 
However,  if  there  is  little  or  no 
interest  on  the  part  of  the  mem- 
bership in  choosing  directors  to 
represent  them,  the  plan  fails. 

Quoted  below  are  the  bylaw  pro- 
visions of  a  major  regional  farmer 
cooperative  that  nominates  its  di- 
rectors by  petition. 

Nominations  for  directors,  either  at- 
large  or  for  a  district,  shall  be  made 
by  petition  addressed  to  the  Secretary 
of  the  Association  and  requesting  him 
to  place  upon  the  ballot  the  name  of  the 
person  so  nominated.  Such  a  petition 
nominating  a  director- at- large  shall 
be  signed  by  not  less  than  twenty-five 
members    of   the  Association.    Such   a 


petition  nominating  a  director  for  a  dis- 
trict shall  be  signed  by  not  less  than 
five  members  from  that  district.  Such 
petitions  shall  be  filed  with  the  Secre- 
tary not  less  than  twenty  (20)  nor  more 
than  sixty  (60)  days  before  the  Annual 
Meeting  of  members.  The  Secretary 
shall  promptly  check  the  petition,  the 
signatures  thereto,  and  the  eligibility  of 
the  nominee  and  the  signers,  and  if  he 
finds  it  in  compliance  with  the  By-laws 
he  shall  endorse  thereon  his  signed 
statement  to  that  effect.  The  person 
or  persons  so  nominated  shall  be  the 
candidate  or  candidates  to  be  voted  on 
as  hereinafter  provided.  In  the  event 
that  no  candidates  have  been  thus  nomi- 
nated, or  that  the  candidates  so  nomi- 
nated have  died,  have  become  disquali- 
fied, or  are  otherwise  unable  to  serve, 
nominations  shall  be  made  at  the  meet- 
ing at  which  the  election  is  held. 

Activation  of  the  nomination  pro- 
cedure just  described  is  dependent 
upon  members  with  deep  enough  con- 
victions to  put  forth  the  time  and 
effort  necessary  to  get  the  required 
number  of  signatures  to  their  nomi- 
nating petitions.  Lacking  nomination 
petitions  in  advance  of  the  annual 
meeting,  the  plan  falls  back  upon 
nominations  "made  at  the  meeting 
at  which  the  election  is  held."  This 
alternative,  while  legally  correct, 
leaves  much  to  be  desired  for 
reasons  already  advanced. 


By  Nominating  Committees 

Farmer  cooperatives  often  use 
nominating  committees  to  secure 
candidates.  Some  bylaws  provide  that 
a  nominating  committee  shall  be  ap- 
pointed by  the  president.  Others 
state  that  a  nominating  committee 
shall  be  chosen  by  the  members,  or 
if  the  delegate  system  is  used, 
elected  by  the  delegates. 
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The  bylaws  of  14  regional  coop- 
eratives of  the  107  associations  pro- 
vide for  nominating  committees  in 
selecting  candidates  for  directors. 
This  method  is  most  popular  among 
mixed  membership  cooperatives.  But 
it  is  also  employed  by  centralized 
as  well  as  federated  cooperatives. 

The  following  bylaw  illustrates  the 
nominating  committee  method  em- 
ployed by  one  major  regional  farmer 
cooperative.  The  association  uses 
an  election  district  method  of  repre- 
sentation. 

The  delegates  to  an  election  district 
meeting  may  elect  for  the  next  election 
district  meeting  a  nominating  commit- 
tee consisting  of  not  less  than  three  (3) 
nor  more  than  five  (5)  members  who 
shall  either  be  members  of  the  associa- 
tion or  members  of  a  retail  agricultural 
purchasing  cooperative  handling  sup- 
plies of  the  association,  whose  duty  it 
shall  be,  prior  to  such  next  election 
district  meeting  to  nominate  one  or 
more  persons  to  serve  as  director  and 
to  advise  delegates  in  the  district  prior 
to  such  election  district  meeting  the 
names  and  qualifications  of  such 
nominees.  In  the  event  any  member  of 
a  nominating  committee  shall  be  un- 
able or  unwilling  to  serve,  the  remain- 
ing members,  so  long  as  they  shall  not 
be  less  than  three  (3)  in  number,  shall 
have  full  power  to  act.  In  the  event  the 
members  of  the  nominating  committee 
shall  be  less  than  three  (3)  the  addi- 
tional members  necessary  to  bring  the 
total  to  three  (3)  shall  be  elected  by  the 
member  or  members  able  and  willing  to 
serve. 

Under  terms  of  the  bylaw  just 
quoted,  any  member  in  good  stand- 
ing is  eligible  to  serve  on  the  nom- 
inating committee.  But  the  bylaws 
of  other  cooperatives  sometimes 
lay     down     restrictive    qualifications 


on  nominating  committee  member- 
ship. For  example: 

Prior  to  February  1  of  each  year  there 
shall  be  held  a  meeting — in  each 
region  —  for  the  purpose  of  nominating 
a  director.  A  nominating  committee 
shall  consist  of  the  directors  from  each 
member  farm  supply  company — -. 

Here  membership  on  the  nomi- 
nating committee  is  restricted  to 
directors  of  member  cooperatives 
and  the  rank  and  file  of  members 
are  not  given  an  opportunity  to  serve 
on  the  nominating  committee. 

Committees  to  nominate  directors 
have  much  to  recommend  them.  But 
the  committee  must  do  a  thorough- 
going, conscientious  job  if  full  bene- 
fits of  this  method  of  nomination  are 
to  accrue  to  the  cooperative. 

Nominating  committees  do  their 
work  in  advance  of  membership 
meetings.  They  are  not  hurried. 
They  do  not  have  to  make  snap 
judgments.  They  can  thoroughly  sift 
the  field  of  prospective  candidates, 
investigate  their  qualifications,  and 
select  only  the  best  candidates.  They 
can  publicize  their  choices  of  nom- 
inees in  advance  of  the  membership 
meeting,  giving  the  experience  and 
qualifications  of  each  of  their  selec- 
tions. And  in  most  cases  the  nomi- 
nating committee  is  called  upon  to 
introduce  its  nominees  to  the  mem- 
bership when  the  meeting  is  held. 
Using  the  nominating  committee 
method  to  select  candidates  does  not 
preclude  other  nominations  from  the 
floor. 

From  the  Floor 

Nomination  from  the  floor  is  one 
of  the  oldest  and  most  widely  used 
methods   for   selecting  candidates  for 
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director.  The  bylaws  of  25  of  107 
regional  cooperatives  included  in 
this  study  provided  for  this  method 
exclusively  or  in  combination  with 
other  methods.  A  general  supple- 
mentary stipulation  providing  for  di- 
rector nominations  from  the  floor  is 
frequently  included  in  the  bylaws  of 
regional  cooperatives  in  addition  to 
other  specified  nominating  proce- 
dures. The  bylaws  of  some  of  the 
associations  providing  for  director 
nominations  from  the  floor  include 
this  method  as  an  alternative  in  the 
event  other  nominating  procedures 
fail.  But  some  associations  like  the 
following  rely  exclusively  on  nomi- 
nations from  the  floor  for  their  di- 
rector candidates. 

The  directors  shall  be  nominated  from 
the  floor  at  the  annual  membership 
meeting  and  shall  be  elected  by  the 
members  in  attendance  at  such  meet- 
ing. 

From  the  standpoint  of  democracy, 
nomination  from  the  floor  has  much 
to  recommend  it.  But  nominations 
from  the  floor  are  apt  to  be  sponta- 
neous and  impromptu  choices  that 
occur  on  the  spur  of  the  moment. 
While  such  nominations  often  result 
in  the  selection  of  well  qualified  di- 
rectors, frequently  they  do  not. 

Most  centralized  and  mixed  mem- 
bership regional  cooperatives  have 
such  an  extensive  membership  and 
serve  such  a  large  territory  that  few 
of  the  members  know  each  other. 
Individual  farmer  members  of  asso- 
ciations affiliated  in  federated  coop- 
eratives have  even  less  opportunity 
to  know  each  other.  This  is  oftentrue 
even  when  the  territory  of  a  regional 
cooperative  is  divided  into  director 
districts. 

But  the  problem  is  compounded 
when   a    regional  farmer   cooperative 


seeks  to  nominate  its  directors  from 
the  floor  from  among  the  whole 
membership  at  an  annual  member- 
ship meeting.  Under  such  circum- 
stances the  members  know  little, 
if  anything,  about  the  qualifications 
of  the  nominees  they  are  asked  to 
vote  for.  There  is  no  opportunity  to 
brief  the  membership  in  advance  of 
the  meeting,  and  there  is  little 
chance  to  brief  them  at  the  meet- 
ing. Under  such  circumstances 
members  are  asked  to  vote  more 
or  less  blindly  for  their  directors 
when  they  are  nominated  from  the 
floor. 


By  Mail 

The  bylaws  of  6  regional  coopera- 
tives of  107  included  in. this  study 
provide  for  nomination  of  their  di- 
rectors by  mail.  Mail  nominations 
were  used  primarily  by  mixed  mem- 
bership cooperatives.  Typical  of  by- 
law provisions  providing  for  mail 
nominations  is  the  following: 

— Not  less  than  45  days  prior  to  the 
annual  meeting,  the  secretary  of  the 
Association  shall  mail  to  each  member 
a  list  of  all  the  members  of  the  Asso- 
ciation eligible  to  vote  in  the  Associa- 
tion withinhis  district  as  of  December  1 
immediately  preceding  the  annual  meet- 
ing for  which  the  election  is  being  con- 
ducted. The  Secretary  shall  further 
include  with  such  list  a  ballot  with  in- 
structions for  the  member  to  designate 
his  preference  for  a  candidate  or  candi- 
dates, as  the  case  may  be,  from  said 
list.  Each  member  shall  be  entitled  to 
vote  in  the  primary  election  for  that 
number  of  candidates  equal  to  the  num- 
ber of  directorships  to  be  filled  for  his 
Districts.  The  Secretary  shall  further 
include  a  notice  for  the  last  date  for  re- 
ceiving the  ballots  which  date  shall  be 
15  days  after  the  mailing  of  such  list, 
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ballot,  and  instructions.  Immediately 
after  the  closing  date,  the  ballots  shall 
be  counted.  The  Secretary  shall  there- 
upon ascertain  those  receiving  the 
largest  number  of  votes  equal  in  num- 
ber to  twice  the  number  of  director- 
ships to  be  filled  for  each  District, 
except  that  in  Districts  where  only  one 
directorship  is  to  be  filled,  the  Secre- 
tary shall  determine  those  three  mem- 
bers who  receive  the  largest  number  of 
votes.  In  the  event  that  any  person  shall 
in  the  primary  election  receive  a  ma- 
jority of  all  the  votes  eligible  to  be  cast 
in  his  District,  he  shall  be  declared 
elected  and  no  general  election  proce- 
dure shall  be  necessary  for  his  elec- 
tion. 

Selection  of  candidates  for  direc- 
tor by  mail  is  a  democratic  process. 
Every  member  is  notified  and  has  an 
opportunity  to  place  in  nomination 
anyone  he  feels  qualified  to  assume 
the  responsibility  of  director.  Mem- 
bers do  not  have  to  attend  meetings 
to  participate  in  nominations.  But 
where  associations  have  thousands 
of  members,  the  method  becomes 
cumbersome  and  perhaps  imprac- 
ticable. But  in  cooperatives  operat- 
ing in  a  restricted  area  with  only 
limited  memberships,  the#plan  offers 
possibilities  of  reasonable  success. 


By  Member  Associations 

Securing  nominations  from  mem- 
ber associations  is  confined,  of 
course,  to  federated  cooperatives. 
The  bylaws  of  12  of  30  federated 
cooperatives  provide  for  nomina- 
tions for  directors  on  the  regional 
board  by  member  associations.  In 
two  other  federated  cooperatives,  the 
bylaws  specify  that  the  board  of  di- 
rectors of  member  associations 
shall  make  the  director  nominations 
for  the  regional. 


The  bylaws  of  the  regional  coop- 
erative do  not  specify  how  member 
associations  shall  choose  their  nom- 
inees. Nomination  for  director  at  the 
member  association  level  is  equiva- 
lent to  election  to  the  regional  board. 
Election  of  directors  at  the  annual 
meeting  of  the  regional  consists  of 
the  confirmation  of  the  nominees 
designated  by  member  associations. 
Typical  of  such  bylaw  provisions  of 
a  federated  cooperative  is  the  fol- 
lowing : 

Each  member  of  the  Guild  shall  be  en- 
titled to  designate  two  persons  to  rep- 
resent it  upon  the  board  of  the  Guild. 
In  addition,  each  member  shall  be  en- 
titled to  designate  one  director  for  each 
$100,000.00  or  fraction  thereof  of  Guild 
Revolving  Fund  Credits  held  by  such 
member:  provided,  however,  in  no  event 
shall  any  member  be  entitled  to  be  rep- 
resented by  more  than  five  directors 
on  the  Guild  Board  at  any  time. 

At  Large 

In  six  regionals  whose  bylaws 
provide  for  directors -at -large,  the 
nominations  for  these  places  on  the 
board  are  made  by  the  incumbent 
directors.  In  other  instances  direc- 
tors-at-large  are  nominated  from 
the  floor  at  annual  membership 
meetings.  In  still  other  instances 
directors -at -large  are  nominated  by 
some  public  agency  like  the  com- 
missioner of  agriculture  or  the 
president  of  the  State  agricultural 
college. 

A  typical  example  of  directors -at - 
large  nominated  by  incumbent  direc- 
tors is  covered  in  this  bylaw  quota- 
tion: 

The  board  of  directors  shall,  by  ma- 
jority vote  of  its  members  at  its  first 
meeting  following   the   annual  meeting, 
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elect  five  directors -at- large.  Any  per- 
son, whether  or  not  a  member  of  the 
association,  shall  be  eligible  for  elec- 
tion as  director- at- large  and  such  di- 
rectors -at-large   shall   have    the   same 


powers,  rights,  liabilities  and  duties  as 
all  other  directors.  Director s-at-large 
shall  hold  office  for  a  term  of  one  year 
and  until  their  successors  are  elected 
and  qualified. 


Kinds  of  Directors 


More  different  kinds  of  directors 
are  found  among  farmer  coopera- 
tives than  most  other  businesses. 
This  is  perhaps  due  to  the  more  or 
less  public  nature  of  the  businesses 
in  which  cooperatives  are  engaged. 

Review  of  the  bylaws  of  major  re- 
gional farmer  cooperatives  reveals 
at  least  seven  kinds  of  directors, 
some  appointed  and  some  elected,  in 
addition  to  those  normally  chosen  to 
establish  the  policies  of  coopera- 
tives. Most  cooperatives  have  but 
one  or  perhaps  two  different  kinds  of 
directors.  But  illustrations  of  all 
seven  occur  among  the  bylaws  of 
the  cooperatives  reviewed.  Each  kind 
of  director  will  be  discussed  briefly, 
and  bylaw  references  to  them  will 
be  quoted. 

Every  incorporated  farmer  coop- 
erative has  an  elected  board  of  di- 
rectors. In  addition,  the  bylaws  of 
some  associations  provide  for  the 
appointment  of  certain  directors. 
Some  of  these  appointed  directors 
have  a  vote  in  the  affairs  of  the 
cooperative.  Others  do  not.  Some 
directors,  other  than  those  elected 
by  the  membership,  serve  only  as 
observers    or   advisors   to   the  board. 

The  powers  and  duties  of  direc- 
tors are  spelled  out  in  the  bylaws. 
As    agents    of  the   members,   the   di- 


rectors are  responsible  to  the  mem- 
bership for  the  proper  conduct  of 
the  business.  As  previously  indi- 
cated, some  of  the  appointed  direc- 
tors may  have  the  same  vote  in 
association  affairs  as  any  other  di- 
rector, but  the  elected  directors 
carry  the  brunt  of  responsibility  for 
association  success  or  failure. 


Public  Directors 

Some  State  laws  require  public 
directors  to  sit  on  the  boards  of 
farmer  cooperatives.  The  bylaws  of 
other  cooperatives  may  provide  for 
public  directors  even  though  the  law 
does  not  require  it.  Some  official 
like  the  State  secretary  of  agricul- 
ture or  the  president  of  the  agri- 
cultural college  ordinarily  appoints 
public  directors.  The  particular  offi- 
cial is  generally  designated  in  the 
statute  or  named  in  the  bylaws. 

In  a  few  associations,  directors 
elect  public  directors.  In  a  few 
other  associations  the  membership 
chooses  them.  Ordinarily,  however, 
public  directors  are  neither  nomi- 
nated nor  elected  by  the  member- 
ship. Their  term  of  office  is  usually 
the  same  as  that  of  elected  direc- 
tors. Public  directors  have  the  same 
voting  power  as  elected  directors. 
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The  bylaws  of  a  large  farm  supply 
cooperative  contain  this  provision 
with  respect  to  public  directors. 

In  addition  to  the  elected  director  pro- 
vided for  herein,  there  shall  be  one 
Public  Director  for  each  state  in  which 
the  Association  operates.  The  Public 
Directors  shall  be  appointed  each  for  a 
term  of  three  years,  on  a  staggered 
basis,  by  the  Director  of  Extension  of 
the  State  Agricultural  College  or  other 
public  official  of  college  as  may  be  re- 
quired by  law,  of  the  State  from  which 
such  Public  Director  is  to  be  appointed. 
Public  Directors  need  not  be  members 
or  stockholders  of  the  Association.  In 
the  case  of  any  vacancy  in  the  office  of 
Public  Director  such  vacancy  shall  be 
filled  by  the  person  named  by  the  public 
official  mentioned  herein.  In  the  event 
of  any  delay  in  the  appointment  of  a 
Public  Director,  the  incumbent  shall 
hold  office  until  the  new  appointment  is 
made. 

Again,  the  bylaws  tof  another  re- 
gional providse  that: 

One  of  the  Directors  shall  be  known  as 
a  Public  Director  and  shall  be  selected 
jointly  by  thg  State  Commis siotier  of 
Agriculture  of  — — ,  the  Director  of  the 
— —  Agricultural  Extension  Service  and 
the  President  of  the  University  of  ■ . 

In  many  States,  farmer  Coopera- 
tives are  looked  upon  as  being  vested 
with  a  public  interest.  As  the  term 
implies,  public  directors  are 
charged  with  the  responsibility  6f 
guarding  the  interests  of  the  general 
public.  From  the  standpoint  of  the 
cooperative,  public  directors  link  an 
association  with  interests  outside  the 
immediate  membership.  Thus,  public 
directors  have  an  opportunity  to 
bring  a  fresh  and  different  viewpoint 
to  the  board. 


Honorary  Directors 

A  few  farmer  cooperatives  make 
provision  in  their  bylaws  for  honor- 
ary or  advisory  directors.  Honorary 
directors,  like  public  directors,  are 
usually  appointed  and  not  elected. 
But  unlike  public  directors,  honor- 
ary directors  have  no  vote.  A  bylaw 
pertaining  to  honorary  directors 
reads  as  follows: 


The  board  of  directors  shall  have  the 
power  to  name  not  to  exceed  five  honor- 
ary directors  without  vote  to  represent 
the  ——  State  College  or  other  agri- 
cultural agencies  or  groups.  None  of  the 
provisions  of  these  by-laws  concerning 
directors  shall  be  construed  to  refer  to 
such  honorary  directors. 

There  are  doubtless  situations 
where  honorary  directors  fulfill  a 
useful  purpose.  But  failure  of  farmer 
cooperatives  to  give  more  recogni- 
tion to  honorary  directors  may  indi- 
cate widely  held  reservations  as  to 
their  practical  usefulness. 


Alternate  Directors 

A  somewhat  unique  section  is  con- 
tained in  the  bylaws  of  some  other 
cooperatives  providing  for  alternate 
directors.  An  illustration  of  such  a 
provision  reads  as  follows: 

In  the  annual  meeting,  in  addition  to 
regular  Directors,  one  alternate  direc- 
tor shall   be   elected  for  each  District 

from  which  a  direcim'  has  been  elected^ 
the  nomination  and  election  of  such 
alternates  to  be  conducted  in  the  same 
manner  as  the  nomination  and  election 
of  directors.  The  terms  of  office  of 
such  alternates  shall  be  one  year  or 
until  their  successors  have  been  elected 
and  qualified. 


-  23  - 


In  this  cooperative --a  federated 
type --only  persons  who  are  and  have 
been  members  of  member  associa- 
tions for  at  least  one  year  are  qual- 
ified to  be  elected  to  serve  as  regu- 
lar or  alternate  members  of  the 
board  of  directors.  Any  vacancy 
occurring  on  the  board  is  filled  by 
appointment  of  the  alternate  direc- 
tor from  the  district  where  the  va- 
cancy occurred.  The  alternate 
serves  until  the  next  annual  meeting 
when  a  permanent  director  is  elected 
to  fill  out  the  balance  of  the  un- 
expired term. 

Some  bylaws  provide  that  the 
alternate  director  shall  take  the 
place  of  the  director  whenever  the 
latter  is  unable  to  attend  meetings 
of  the  board. 


omen  Directors 


Any  farmer  cooperative  can  elect 
women  to  its  directorate  if  it 
chooses.  But,  as  a  matter  of  fact, 
very  few  women  serve  as  directors 
of  farmer  cooperatives.  None  of  the 
bylaws  examined  contain  any  provi- 
sions excluding  women  as  directors. 
And  only  one  association  made  spe- 
cial provision   for   women  directors. 

A  few  cooperatives  have  tied 
women  very  effectively  into  their 
organizations.  A  bylaw  providing  for 
the  election  of  women  directors  con- 
tains this  language: 

In  addition  to  the  twenty-two  directors 

to  be  nominated  and  elected four 

women  shall  be  selected  as  directors, 
one  from  each  of— four  sections  — . 
- — Such  women  directors  shall  be 
nominated  at  an  annual  or  special  meet- 
ing of  the  shareholders  called  and  held 
for  that  purpose.  At  the  annual  or  spe- 
cial meeting — -shareholders  having 
members    resident   within   the   section, 


whose  director* s  term  expires,  shall 
meet  and  nominate  a  successor  for 
such  director.  Such  nominee  shall  be  a 
resident  of  the  section  she  is  to  repre- 
sent. An  election  shall  then  be  held  in 
accordance  with  the  procedure  pro- 
vided—- in  the  bylaws. 

Women  elected  to  the  board  have 
the  same  rights,  privileges,  and  vot- 
ing power  as  any  other  director. 

Dsrecfrors-at-large 

Many  farmer  cooperatives  make 
provision  for  directors -at-large  in 
their  bylaws.  Cooperatives  employ 
the  director -at-large  technique  to 
spread  representation.  Directors -at- 
large  are  generally  elected  by  the 
entire  membership.  They  have  the 
same  standing  and  voting  power  as 
any  other  elected  director.  The  prin- 
cipal difference  is  that  they  are 
elected  to  represent  the  entire  terri- 
tory served  by  the  association  rather 
than   any  particular   area  or  district. 

The  following  is  a  typical  bylaw 
provision  covering  the  election  of 
directors  -at-large: 

The  affairs  of  this  association  shall  be 
managed  by  a  board  of  7  directors — . 
---One  director  shall  be  elected  from 
each  of- — six  districts—.  — The  sev- 
enth director— shall  be  elected  at  large 
by  vote  of  member  associations — at 
the  meeting. 

The  bylaws  of  another  major  re- 
gional farmer  cooperative  contain 
this  section  dealing  with  directors - 
at-large: 

The    board  of  directors   shall    consist 

of  eleven   (11)   members .  Nine  (9) 

of  such  directors  shall  be  elected 
from  districts- — and  two  (2)— -shall 
be  elected  at  large. 
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Veteran  Directors 

Some  regional  farmer  coopera- 
tives have  a  problem  of  the  direc- 
tors' ages.  Apparently  sentiment, 
rather  than  business  judgment,  may 
at  times  dictate  the  election  of  cer- 
tain directors.  The  members  are 
willing  to  elect  the  same  man  year 
after  year  as  long  as  he  is  willing  to 
serve  as  a  director.  This  is  not  al- 
ways in  the  best  interest  of  the  coop- 
erative. A  few  associations  have 
endeavored  to  solve  this  by  retire- 
ment provisions  written  into  their 
bylaws.  This  is  a  sensitive  area, 
however,  and  not  many  cooperatives 
have  seen  fit  to  specify  a  retirement 
age  for  directors  in  their  bylaws, 

Associations  without  director  re- 
tirement clauses  already  written  into 
their  bylaws  are  handicapped  in 
doing  so  now  without  risking  offense 
of  directors  who  might  be  affected 
by  such  provisions.  Then,  too,  some 
members  may  harbor  the  idea  that 
someone  is  trying  to  railroad  their 
favorite  director. 

Here's  the  way  one  major  regional 
farmer  cooperative  endeavored  to 
tactfully  solve  the  age  problem: 

To  make  available  the  advice,  counsel 
and  benefit  of  experience  of  persons, 
gained  through  past  service „  any  per- 
son, having  qualified  by  serving  on  the 
Board  of  Directors  of — ■■ — for  a 
period  of  at  least  ten  (10)  years  and 
having  attained  the  age  of  65  years,  and 
having  retired  from  active  service  on 
the  Board  of  Directors,  shall  automati- 
cally become  a  Veteran  Director  for  the 
remainder  of  such  person's  natural  life. 

Officers  and  General  Managers  of 
— ■ — ,  having  retired  from  active  serv- 
ice for  the  corporation,  upon  and  after 


attaining  age  65,  with  a  prior  service 
record  in  their  respective  positions  of 
at  least  10  years,  shall  automatically 
become  Veteran  Directors. 

Veteran  Directors  shall  have  all  the 
privileges  and  benefits  including  legal 
fees  for  attendance  at  meetings  of  the 
Board  of  Directors  excepting  the  right 
to  vote. 


Other  Directors 

Some  multi-purpose  cooperatives 
and  cooperatives  serving  a  wide  area 
make  provision  in  their  bylaws  for 
other  associations  and  other  organi- 
zations to  be  represented  on  their 
boards  of  directors.  Organizations 
specifically  designated  in  the  bylaws 
either  appoint  or  elect  directors  to 
represent  their  organizations  on  the 
boards  of  these  cooperatives.  The 
directors  of  the  cooperatives  on 
whose  boards  they  have  been  chosen 
to  sit  confirm  their  election  or  ap- 
pointment as  directors.  Such  di- 
rectors exercise  the  same  voting 
powers  as  any  other  directors.  The 
bylaws,  however,  do  not.  require 
them  to  be  members  of  the  coopera- 
tive on  whose  boards  they  serve. 


For  example,  the  bylaws  of  one 
cooperative  containing  such  condi- 
tions provide  that: 

In  each  year  — —  the  State  Grange, 
Order  of  Patrons9  of  Husbandry  and  the 
— —  State  Farm  Bureau  Federation 
may  nominate  one  director  each. 

The  bylaws  of  another  regional 
provide  for  the  election  of  one  di- 
rector each  from  nominations  made 
by  the  National  Grange,  Patrons'  of 
Husbandry,  the  American  Farm  Bu- 
reau Federation,  and  the  American 
National  Cattlemen's  Association. 
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The  bylaws  give  no  hint  of 
tne  reasoning  underlying  the 
provisions  for  this  type  of  di- 
rector representation.  From  an 
organization  standpoint,  it  can  be 
assumed  that  director  repre- 
sentation establishes  a  point  of 
contact  between  organizations,  en- 
courages better  understanding,  and 
leads  to  better  working  relations 
between  the  industry  groups  in- 
volved.   In    addition,    directors    from 


other  organizations  may  not  only 
broaden  the  base  of  representa- 
tion but  may  introduce  a  fresh 
point  of  view  in  association  delib- 
erations. There  is,  however,  the 
possible  danger  of  friction  and  mis- 
understanding developing  on  boards 
with  voting  directors  representing 
interests  that  neither  use  nor  pa- 
tronize the  cooperative.  The  same 
situation  can  arise  in  the  case  of 
public  directors. 


Non-Member  Director  Representation 


■ 

.  ■  ■  ■ 


As  a  rule,  the  directors  of  all 
farmer  cooperatives  (except  those 
appointed)  are  elected  from  and  by 
the  membership.  The  laws  of  some 
States,  however,  do  not  require  di- 
rectors to  be  members.  Thus,  some 
farmer  cooperatives  can  have  non- 
member  director  representation. 
Ordinarily,  however,  membership  in 
a  farmer  cooperative  is  almost 
always  required  by  the  bylaws  as  a 
prerequisite  to  serving  on  its  board 
of  directors.  The  bylaws  spell  out 
the  qualifications  for  membership 
and  generally  require  members  to  be 
producers  and  patrons  of  the  coop- 
erative before  they  are  eligible  to 
serve  on  its  board  of  directors. 

The  bylaw  qualifications  farmer 
cooperatives  impose  on  their  direc- 
tors is  in  sharp  contrast  to  those  of 
ordinary  business  corporations  that 
list  no  eligibility  requirements  for 
directors.  Ordinary  business  draws 
its  directors  from  any  field  it 
chooses.  But  the  restrictions  farmer 
cooperatives  write  into  their  bylaws 
require  their  directors  to  measure 
up    to    the     qualifications    laid    down. 


The  more  numerous  the  qualifica- 
tions, the  fewer  the  men  who  can 
qualify  as  directors  of  farmer  coop- 
eratives. A  few  cooperatives  have  as 
many  as  five  qualifications  for  their 
directors. 

The  restrictions  imposed  by  these 
qualifications  give  rise  to  a  number 
of  thought  provoking  questions.  From 
what  groups  should  farmer  coopera- 
tives draw  their  directors?  Where 
bylaw  restrictions  require  coopera- 
tives to  choose  their  directors  from 
closely  defined,  selective  groups,  is 
there  any  danger  that  the  composite 
character,  ability,  and  caliber  of  the 
men  chosen  as  directors  may  be  ad- 
versely affected  by  the  restrictive 
qualifications  imposed? 

As  cooperatives  grow  in  size,  be- 
come more  integrated,  and  their  op- 
erations more  complex,  some  asso- 
ciations have  apparently  felt  it  might 
be  desirable  not  to  have  their  boards 
of  directors  composed  exclusively  of 
farmer  members.  Some  cooperatives 
have  been  willing  to  explore  the  pos- 
sibilities   of    broadening    the    repre- 
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sentation   on   their    boards   to    include 
men  from  other  walks  of  life. 

Review  of  the  bylaws  examined  in 
connection  with  this  study  indicate 
that  cooperatives  have  given  a  great 
deal  of  thought  to  problems  of  direc- 
tor representation.  There  is  evidence 
that  cooperative  leaders  recognize 
the  limitations  of  many  farmer 
boards  of  directors  in  dealing  with 
problems  involving  the  manufacture 
and  processing  of  agricultural  prod- 
ucts. In  fact,  this  study  dates  its 
genesis  from  requests  for  "ways  and 
means  of  selecting  qualified  men  to 
serve  on  the  board  of  directors"  of 
such  farmer  cooperatives. 


Study  of  the  bylaw  provisions  of 
two  recently  organized  regional 
cooperatives  shows  boards  of  direc- 
tors composed  entirely  of  managers 
of  other  member  associations.  In 
two  other  cases,  it  reveals  examples 
of  executive  operating  heads  of  inte- 
grated cooperative  enterprises  sit- 
ting on  the  boards  of  directors  of 
processing  associations  along  with 
farmer  producers.  Did  these  modifi- 
cations in  director  representation 
just  happen  or  are  they  forerunners 
of  an  organization  structure  that 
more  arid  more  integrated  coopera- 
tives are  apt  to  adopt  in  their  efforts 
to  impanel  stronger,  better  qualified 
directors  ? 


Membership  Voting  Rights 


The  bylaws  of  most  farmer  coop- 
eratives are  specific  with  respect 
to  the  voting  rights  of  members  in 
choosing  their  directors.  But  nine 
regionals  whose  organization  papers 
were  reviewed  do  not  specify  the 
voting  rights  of  members  in  their 
bylaws.  These  may  have  been  spec- 
ified in  the  statute  under  which  the 
regionals  were  incorporated,  how- 
ever. 

The  principle  of  one-member, 
one -vote  has  been  written  into  coop- 
erative bylaws  since  the  days  of 
the  Rochdale  pioneers.  The  bylaws 
of  a  few  farmer  cooperatives,  how- 
ever, show  some  deviation  from  this 
principle.  These  cooperatives  are 
introducing  different  voting  methods 
where  such  changes  are  permissible 
under  the  laws  of  the  State  where 
they  are  incorporated. 


Some  of  the  ^ore  interesting 
membership  voting  modifications 
encountered  in  connection  with  this 
study  are  the  following:  (1)  Vote 
according  to  number  of  shares  held, 
(2)  vote  on  a  tonnage  basis,  (3)  vote 
on  basis  of  dollar  volume,  and 
(4)  votes  proportional  to  revolving 
fund  investment. 

The  exceptions  to  the  one-mem- 
ber, one -vote  rule  deny  no  member 
his  vote.  They  disfranchise  no  one 
who  formerly  voted.  But  they  do  give 
added  voting  recognition  to  mem- 
bers based  on  such  factors  as  the 
member's  patronage  of  the  associa- 
tion, his  interest  and  investment  in 
the  capital  structure  of  the  asso- 
ciation, or  the  number  of  pro- 
duction units  owned  by  him.  Each 
of  these  voting  modifications  will 
be       discussed       briefly      and      bylaw 
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citations 
method. 


will    be    given    for    each 


One  Member— One  Vote 

This  study  indicates  that  the  one- 
member,  one -vote  rule  of  member- 
ship voting  is  the  dominant  method 
employed  by  most  farmer  coopera- 
tives. Of  the  bylaws  examined,  75 
use  the  one -member,  one -vote 
method  exclusively.  And  two  mixed 
membership  cooperatives  use  it  in 
conjunction  with  other  voting 
methods.  Sixteen  of  30  federated 
cooperatives,  23  of  24  centralized 
cooperatives,  and  36  of  53  mixed 
membership  associations  all  employ 
the   one -member,  one-vote  principle. 

Typical  of  provisions  of  associa- 
tions employing  the  one-member, 
one -vote  method  is  the  following 
quotation  taken  from  the  bylaws: 

Every  member  of  this  association  in 
good  standing  shall  be  entitled  to  one 
vote  and  only  one  vote  in  all  meetings  of 
the  membership. 


One  Share  — One  Vote 

The  membership  of  11  associa- 
tions of  107  vote  in  accordance  with 
the  number  of  shares  held  by  each 
member.  Every  member  is  required 
to  own  at  least  one  share  of  capital 
stock  of  the  cooperative.  Illustrative 
of  this  type  of  bylaw  provision  is  the 
following : 

The  supreme  authority  of  the  associa- 
tion shall  rest  in  the  shareholders  and 
members.  In  all  proceedings  each 
shareholder  shall  be  entitled  to  have  in 
attendance  to  vote  for  it,  its  duly  au- 
thorized representative;  such  repre- 
sentative shall  be  entitled  to  vote  one 
vote  for  each  share  of  stock  held  by 
such  shareholder. 


In  the  absence  of  limitations 
placed  on  the  number  of  shares  a 
member  can  hold  or  vote,  this 
method  of  voting  is  no  different  than 
that  employed  in  any  other  corpora- 
tion. Cooperatives  employing  this 
method  of  voting  that  wish  to  guard 
against  a  concentration  of  voting 
power  in  the  hands  of  any  member 
or  group  of  members  include  provi- 
sions like  the  following  in  their  by- 
laws. 

No  stockholder  of  this  association  shall 
hold  more  than  1/20  of  the  capital  stock 
outstanding. 


Vote  by  Tonnage 

The  bylaws  of  five  regionals,  in 
addition  to  providing  for  one  vote 
for  each  member,  also  stipulate  that 
members  may  vote  according  to  the 
volume  of  products  marketed  through 
the  cooperative.  In  most  instances, 
the  bylaws  place  an  upper  limit  on 
the  number  of  votes  to  which  any  one 
member  is  entitled.  Illustrative  of 
this  type  of  bylaw  provision  is  the 
following: 

At  all  annual  meetings  and  special 
meetings  of  the  member- stockholders, 
voting  shall  be  on  a  patronage  basis, 
and  each  holder  of  common  stock  of  the 
association  shall  be  entitled  to  cast  one 
vote  for  each  1,000  boxes  of  citrus  fruit 
of  one  and  three-fifth  bushels  each,  or 
the  equivalent  thereof  in  volume,  mar- 
keted by  such  stockholder  through  this 
association  during  the  fiscal  year 


Vote  by  Dollar  Volume 

In  some  regional  farmer  coop- 
eratives, the  dollar  volume  of  busi- 
ness transacted  with  the  association 
over  a  stated  period  determines  the 
voting  power  of  members.  This  study 
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ascertained!  that  four  regionals  in- 
cluded in  this  inquiry  are  using  this 
method.  A  typical  bylaw  provision 
illustrating  the  principle  of  dollar 
volume  voting  is  quoted  below. 

The  voting  power  of  the  members  shall 
be  unequal.  At  any  time  a  member  shall 
be  entitled  to  one  vote.  Also,  during  any 
yeary  a  member  shall  be  entitled  to 
additional  votes  based  upon  and  deter- 
mined by  the  dollar  volume  of  such 
member's  business  with  the  association 
during  the  previous  year,  as  follows: 


Amount  of  business 
Less  than  $5,000 


,000  or  more  but  less 
than  $10,000 


$10,000  or  more  but  less 
than  $15,000 

$15,000  or  more  but  less 
than  $20,000 

$20,000  or  more 


Additional 
votes 

None 


One 

Two 

Three 
Four 


Vote  by  Tonnage 
and  Dollar  Volume 

One  regional  association  market- 
ing farm  products  and  also  handling 
farm  supplies  makes  provision  for 
members  to  vote  not  only  on  the 
basis  of  tonnage  marketed  through 
the  cooperative  but  also  on  the  dollar 
volume  of  farm  supplies  purchased 
from  the  cooperative.  The  bylaw 
containing  this  provision  reads  as 
follows: 

Each  holder  of  common  stock  eligible  to 
vote  shall  be  entitled  to  one  vote,  and  to 
additional  votes  on  a  patronage  basis— - 
at  the  rate  of  1  vote  for  each  $5,000.00 


or  major  fraction  thereof  of  agricultural 
supplies  purchased- -and  one  vote  for 
each  5,000  standard  boxes  of  apples 
and/or  pears  and/or  equivalent  ton- 
nage--- -marketed  through  the  corpora- 
tion. 

Vote  Proportional  to  Members 
in  Member  Cooperatives 

Farmer  cooperatives  whose  mem- 
bership is  composed  of  associations 
of  different  sizes  may  pose  problems 
of  representation  similar  to  those  of 
associations  whose  membership  in- 
cludes both  large  and  small  pro- 
ducers. Associations  with  the  largest 
individual  membership  and  the 
greatest  patronage  may  feel  they 
should  have  a  greater  vote  in  asso- 
ciation affairs.  The  bylaws  of  two 
federated  cooperatives  and  one 
mixed  membership  cooperative  con- 
tain provisions  designed  to  solve 
this  problem.  Quoted  below  is  such 
a  bylaw  provision: 

Each  member  association  shall  have 
one  vote  and  shall  have  one  additional 
vote  for  each  full  50  of  its  own  indi- 
vidual members  or  majority  fraction 
thereof  (twenty  six  (26)  or  more),  pro- 
vided that  in  order  to  qualify  for  addi- 
tional votes  based  on  members  the 
member  association  must  own  one 
share  of  membership  common  stock  for 
each  such  50  members  or  majority 
fraction  thereof. 


Vote  Proportional  to 
Revolving  Fund  Investment 

Membership  voting  on  the  basis 
of  revolving  fund  investments  has 
much  in  common  with  voting  by 
tonnage  or  by  dollar  volume.  For 
without  patronage,  members  would 
have    no     revolving    fund    investment. 
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Only  one  of  the  associations  whose 
bylaws  were  examined  employs  this 
specific  method.  The  bylaw  ref- 
erence reads  as  follows: 

The  voting  i-ights  of  the  members  of 
the  association  shall  be  unequal.  Each 
active  member  shall  have  one  (1)  vote 
which  shall  be  designated  as  a  'mem- 
bership vote/  and  in  addition  thereto 
each  member  shall  have  one  (1)  addi- 
tional vote  for  each  ten  dollars  ($10.00) 
of  the  uncalled  and  unredeemed  amount 
of  all  Revolving  Reserve  Fund  Certifi- 
cates held  and  owned  by  him  at  the  date 
of  voting,  as  shown  by  the  records  of 
the  association,  which  shall  be  desig- 
nated as  Revolving  Reserve  Fund  Cer- 
tificate votes. 


Voting  Rights  Not  Specified 
in  the  Bylaws 

Nine    regionals   did  not   specify  the 
voting    rights    of    members    in    their 


bylaws,  although  this  information 
may  have  been  contained  in  the 
articles  of  incorporation.  The  laws 
of  some  States  do  not  require  coop- 
eratives and  other  corporations  to 
have  bylaws.  All  the  regional  coop- 
eratives included  in  this  study,  how- 
ever, have  bylaws. 

There  is  nothing  wrong  in  listing 
the  voting  rights  of  members  in  the 
articles  of  incorporation.  But  where 
associations  have  bylaws  it  is  much 
more  important  that  these  rights  be 
detailed  in  the  bylaws.  Not  many 
cooperatives  furnish  their  members 
copies  of  the  articles  of  incorpora- 
tion. But  most  cooperatives  see  that 
their  members  get  copies  of  the  by- 
laws. Where  the  bylaws  are  silent  on 
the  voting  rights  of  members  and 
the  articles  of  incorporation  are  un- 
available, members  find  themselves 
without  an  authoritative  source  of 
information  concerning  an  important 
membership  privilege  and  responsi- 
bility. 


Membership  Voting  and  Balloting  Methods 


Members  vote  for  the  directors 
of  their  cooperatives  in  several 
different  ways  (table  7).  The  bylaws 
of  slightly  less  than  half  of  the  re- 
gional cooperatives  included  in  this 
study  provide  that  the  members 
shall  cast  their  votes  by  secret 
ballot.  Four  associations  elect 
their  directors  by  acclamation. 
In  22  of  the  regional  cooperatives, 
the  bylaws  provide  for  holding 
district  primaries  to  elect  direc- 
tors. 


Eighteen  associations  employ  a 
delegate  system  wherein  the  mem- 
bers vote  for  delegates  to  represent 
them  at  annual  meetings  of  the  asso- 
ciation. And  the  delegates  selected 
cast  their  votes  for  the  election  of 
directors.  One  regional  cooperative 
elects  its  directors  in  district  mem- 
bership caucuses.  In  27  of  the  asso- 
ciations, the  bylaws  failed  to  specify 
the  voting  methods  the  cooperatives 
shall  employ  in  the  election  of  di- 
rectors. 
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Table  7.— Voting  methods  employed  by  107  regional  farmer  cooperatives  in  electing  directors 


Types  of 
cooperatives 

Total 
associa- 
tions 

Voting  methods 

Secret 
ballot 

Accla- 
mation 

District 
primary 

Delegate 
system 

Not 
specified 

Caucus 

Federated 

30 

4 

1 

- 

10 

14 

1 

Centralized 

24 

11 

'   1 

10 

4 

6 

- 

Mixed  membership 

53 

35 

2 

12 

4 

7 

- 

Totals  i 

107 

50 

4 

22 

18 

27 

1 

1  Some  cooperatives  employ  more  than  one  voting  method. 


This  study  indicates  there  has 
been  some  change  in  membership 
voting  methods  since  1949.2  The 
percentage  of  larger  farmer  coop- 
eratives electing  their  directors  by 
secret  ballot  is  about  the  same.  But 
there  is  a  sharp  drop  in  the  number 
of  cooperatives  electing  their  di- 
rectors by  acclamation.  And  there 
is  an  increase  in  the  number  of 
associations  using  the  delegate  sys- 
tem for  the  election  of  directors. 
The  use  of  district  primaries  is  also 
apparently  on  the  increase. 

Members  of  regional  farmer  coop- 
eratives or  their  elected  delegates 
ballot  for  their  directors  in  one  or 
a  combination  of  more  than  one  way. 
For  example,  they  may  cast  their 
votes  for  directors  in  person  or  they 
may  vote  by  mail  where  the  bylaws 
permit  balloting  by  mail  (table  8). 
The  bylaws  of  30  cooperatives  in- 
cluded in  this  study  permit  proxy 
voting.  And  the  bylaws  of  six  asso- 
ciations allow  cumulative  voting.  In 
seven   federated   cooperatives    direc- 


*  Griffin,  Nelda,  Weigandt,  H.  N.,  and  Gardner,  K.  B. 
Selecting  and  Electing  Directors  of  Farmer  Coopera- 
tives. Farmer  Cooperative  Service,  U.  S.  Dept.  of 
Agr.   Gen.  Rpt.  14. 


tors  of  regionals  are  chosen  at  the 
local  association  level,  but  the  by- 
laws of  the  regionals  shed  no  light 
on  the  balloting  methods  employed 
by  the  local  member  associations. 

The  problems  of  voting  and  proper 
membership  representation  are  with 
cooperatives  always.  In  associations 
with  memberships  scattered  over  a 
wide  area  and  running  into  the  tens 
of  thousands,  the  ingenuity  of  coop- 
eratives is  taxed  in  devising  elec- 
tion procedures  and  balloting 
methods  that  are  both  equitable  and 
democratic.  In  most  centralized 
cooperatives,  every  member  has  a 
direct  vote  in  the  selection  of  direc- 
tors to  represent  him. 


Secret  Ballot 


Voting  by  secret  ballot  has  much 
to  recommend  it.  In  fact,  it  is  re- 
garded as  one  of  the  few  sure 
methods  of  accurately  registering 
the  membership's  choice  for  direc- 
tors. For  the  secret  ballot  affords 
every  member  the  opportunity  of 
recording  his  vote  privately  without 
any  outside   influences    being  brought 
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to  bearc  Typical  of  association  by- 
laws providing  for  secret  ballots  is 
the  following: 

All  elections  shall  be  by  ballot  but  this 
rule  may  be  suspended  at  any  meeting 
by  the  unanimous  action  of  those  pres- 
ent and  entitled  to  vote, 


Acclamation 

Electing  directors  by  acclamation 
is  not  a  recommended  procedure. 
Too  often  an  acclamation  vote  does 
not  reflect  the  true  feelings  and 
choice  of  the  membership.  Where 
members  vote  by  acclamation  the 
election  frequently  goes  to  those  who 
shout  the  loudest  and  the  silent  oppo- 
sition vote  goes  unrecorded.  Many 
acclamation  votes  are  recorded  as 
unanimous  when  in  reality  they  may 
have  been  far  from  unanimous. 
Quoted  below  is  the  bylaw  provision 
of  a  regional  farmer  cooperative 
that  permits  voting  by  acclamation. 

The  voting  at  all  meetings  may  be  viva 
voce,  but  twenty- five  (25)  percent  of  the 
stockholders  present  in  person  or  by 
proxy  may  demand  a  stock  vote  where- 
upon such  stock  vote  shall  be  taken. 

In  this  example,  when  stockhold- 
ers vote  by  voice  it  is  equivalent  to 
one -member,  one -vote.  But  when  a 
stock  vote  is  taken  every  stockholder 
votes  the  number  of  snares  owned. 
Where  there  is  no  division  of  opinion 
between  stockholders,  the  vote  by 
voice  governs.  But  where  the  stock- 
holders are  sharply  divided  and  a 
stock  vote  is  called  for,  the  stock- 
holders owning  the  greatest  number 
of  shares  exert  the  most  power  in 
the  determination  of  the  question  at 
issue.  This  can  apply  to  the  elec- 
tion   of    directors   as   well  as   to   any 


other   question  on  which  a  stock  vote 
is  called  for. 


District  Primary 

The  district  primary  method  of 
voting  is  used  extensively  by  cen- 
tralized and  mixed  membership 
cooperatives  included  in  the  study. 
None  of  the  federated  membership 
cooperatives  employ  district  pri- 
maries. Some  cooperatives  not  only 
nominate  their  directors  at  district 
primaries,  they  elect  them.  Other 
associations  schedule  district  mem- 
bership meetings  for  the  nomina- 
tion of  directors  with  election  or 
confirmation  at  the  annual  mem- 
bership meeting. 

Associations  whose  bylaws  pro- 
vide for  the  nomination  of  directors 
at  district  meetings  generally  per- 
mit the  nomination  of  other  candi- 
dates from  the  floor  at  the  annual 
membership  meeting.  Candidates 
nominated  from  the  floor  at  the 
annual  meeting  must  reside  in  the 
same  director  district  as  the  candi- 
date they  are  opposing. 

Quoted  below  is  a  typical  provi- 
sion taken  from  the  bylaws  of  a  re- 
gional farmer  cooperative  that  nom- 
inates its  directors  through  district 
primaries. 

All  of  the  members  of  each  of  the  dis- 
tricts shall  be  called  together  each  year 
at  a  place  within  the  respective  district 
at  least  30  days  before  the  annual  meet- 
ing of  all  members,  which  district 
meeting,  providing  there  will  be  a  va- 
cancy at  the  ensuing  annual  meeting, 
shall  select  1  member  of  the  respective 
district  as  a  nominee  for  the  associa- 
tion's board  of  directors.  Such  nominee 
shall  be  presented  for  election  at  the 
next  annual  meeting  of  all  members. 
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Delegate 

Another  device  employed  by  re- 
gional farmer  cooperatives  with 
large  memberships  spread  over  a 
wide  territory  is  that  of  balloting 
by  delegates.  In  such  elections,  the 
ballot  of  one  delegate  may  represent 
the  vote  of  100  or  more  individual 
members.  Delegate  voting  is  not  to 
be  confused  with  proxy  voting, 
although  the  two  are  allied  inasmuch 
as  members  do  not  vote  personally 
under  either  method  of  voting. 


Illustrative  of  associations  using 
the  delegate  system  of  balloting  are 
the  following  bylaw  quotations: 

Each  affiliated  society  shall  have  as 
many  votes  as  it  holds  shares  of  com- 
mon stock  of  the    association . 

There   shall   be   as    many  delegates 

from  each  society  as  it  owns  shares  of 
common  stock;  and  each  share  of  com- 
mon stock  so  voted  by  delegates  shall 
have  one  vote  and  only  one  vote  in  all 
matters. 

The  individual  holders  of  common  stock 
may  be  grouped  upon  such  equitable 
territorial  basis  around  central  dis- 
tributing points  as  may  be  determined 
by  the  board  of  directors.  Each  of  said 
groups  shall  be  entitled  to  cast  its  vote 
at  any  meeting  of  the  stockholders  of 
the  corporation  by  delegate  or  delegates 
of  its  own  choosing  and — each  such 
delegate  or  delegates  may  cast  as  many 
votes  at  any  meeting  as  the  members  of 
the  group  represented  by  him  or  them 
could  cast  if  present  at  the  meeting. 


Direct  and  Mail  Ballots 


In  over   four -fifths   of  the  regional 
farmer   cooperatives   included  in  this 


study,  the  members  or  their  elected 
delegates  have  the  opportunity  of 
casting  a  direct  ballot  for  the  elec- 
tion of  directors.  To  encourage  vot- 
ing and  make  it  more  convenient  for 
members  unable  to  cast  their  votes 
in  person,  the  bylaws  of  22  re- 
gional provide  for  voting  by  mail. 


Proxy  Ballots 

Regional  cooperatives  are  sharply 
divided  over  the  policy  of  balloting 
by  proxy.  Twenty -eight  percent  of 
the  bylaws  examined  permit  proxy 
voting;  41  percent  are  in  opposition; 
and  31  percent  make  no  mention  of 
proxy  voting. 

Approval  or  disapproval  of  proxy 
balloting  is  not  always  a  matter  of 
choice  or  preference  of  those 
charged  with  the  responsibility  of 
writing  or  amending  the  bylaws. 
Some  statutes  under  which  coop- 
eratives are  incorporated  prohibit 
proxy  voting.  Others  permit  it.  But 
unless  a  specific  provision  is  written 
into  the  bylaws  authorizing  proxy 
voting,  a  cooperative  is  prohibited 
from  using  this  method  even  though 
the  law  under  which  the  association 
is  incorporated  permits  it.  No  one 
has  an  inherent  right  to  vote  by 
proxy  unless  it  is  legally  provided 
for  in  the  bylaws. 

To  illustrate  the  division  between 
cooperatives  over  the  question  of 
proxy  voting,  typical  bylaw  provi- 
sions permitting  and  prohibiting 
proxy  voting  are  quoted  from  the 
bylaws . 

hi  all  meetings  each  shareholder  shall 
have  only  one  vote.  Voting  by  proxy 
shall  be  allowed,  but  a  shareholder 
shall  be  allowed  to  vote  only  one  such 
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proxy  which  shall  be  in  writing.  Voting 
by  mail  is  permitted  under  regulations 
that  may  be  prescribed  from  time  to 
time  by  the  board  of  directors. 

Representative  of  cooperatives 
opposed  to  proxy  voting  is  the  fol- 
lowing. 

Every  member  shall  be  entitled  to  one, 
and  only  one  vote.  There  shall  be  no 
proxy  voting. 

Proxy  voting  is  an  easy  although 
not  always  an  informed  way  for 
the  absent  member  to  cast  his  ballot. 
Unbridled  use  of  proxy  voting  in  a 
farmer  cooperative,  however,  can 
be  abused.  To  reduce  and  minimize 
this  hazard,  cooperatives  are  urged 
to  place  a  limit  on  the  number  of 
proxies  any  one  person  is  permitted 
to  vote.  Such  a  voting  limitation  dis- 
courages proxy  campaigns  and  pre- 
vents anyone  from  gaining  enough 
proxies  to  control  the  annual  mem- 
bership meeting  and  out -vote  the 
members  in  attendance  and  voting 
in  person. 

Cumulative  Ballots 

Cumulative  voting  is  rather  rare 
among    farmer    cooperatives.    But    6 


regional  cooperatives  of  107  employ 
this  method  of  balloting.  The  bylaws 
of  8  regionals  prohibit  cumulative 
voting  and  93  other  associations 
make  no  mention  of  it  in  their  by  - 
laws.  Cumulative  voting  permits  a 
member  to  concentrate  the  full  force 
of  his  vote  back  of  one  candidate  if 
he  so  chooses.  For  example,  where 
the  bylaws  of  a  cooperative  provide 
for  electing  three  directors  at  each 
annual  meeting,  and  cumulative  vot- 
ing is  authorized,  a  member  entitled 
to  one  vote  may  cast  three  votes  for 
one  candidate  rather  than  one  vote 
each  for  three  different  candi- 
dates. 

The  following  is  quoted  from 
the  bylaws  of  a  cooperative  that 
makes  provision  for  cumulative 
voting. 

Every  stockholder  shall  have  the  right 
to  vote  in  person  or  by  proxy  the  num- 
ber of  shares  of  stock  owned  by  him  for 
as  many  persons  as  there  are  directors 
to  be  elected  or  to  cumulate  said  shares 
so  as  to  give  one  candidate  as  many 
votes  as  the  number  of  directors  multi- 
plied by  the  number  of  his  shares  of 
stock  shall  equal  or  distribute  them  on 
the  same  principle  among  as  many 
candidates  as  he  shall  see  fit. 


% 


General  Observations  on  Bylaws 


This  study  was  confined  to  a  re- 
view of  the  bylaws  of  107  major 
regional  farmer  cooperatives.  More 
particularly  it  was  directed  to  an 
examination  of  the  bylaw  provisions 
on  the  selection,  nomination,  and 
election  of  directors.  This  section 
is   devoted  to  some  general  observa- 


tions on  bylaws  gained  as  a  result 
of  this  study,  and  some  unusual  pro- 
visions encountered  in  review  of  the 
bylaws. 

One  of  the  first  observations  re- 
lates to  a  lack  of  comprehensive 
bylaw   indexes.  Only  15  of  107  bylaws 
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have  any  index.  A  good  index  would 
improve  the  usability  of  most  by- 
laws. And  it  is  recommended  that 
cooperatives  •whose  bylaws  are  not 
indexed  consider  such  action.  Repro- 
duced here  is  a  rather  detailed  by- 
law index  for  the  guidance  of  coop- 
eratives wanting  to  index  their 
bylaws  . 

The  example  given  is  taken  from 
one  of  the  bylaws  included  in  this 
study.  Note  what  care  has  been  taken 
to  insure  that  each  major  caption 
and  each  sub -heading  under  each 
major  caption  discusses  only  one 
subject.  This  separation  of  subject 
matter  is  vital  to  the  accurate  index- 


ing of  any  bylaws.  In  some  of  the 
bylaws  examined,  more  than  one 
subject  is  treated  in  the  same  sub- 
section. And  not  all  the  provisions 
pertaining  to  a  given  subject  are 
grouped  under  the  same  major  cap- 
tion. This  complicates  ready  ref- 
erence to  any  specific  bylaw 
provision,  particularly  where  some 
bylaws  contain  as  many  as  40 
pages. 

Managers,  directors,  and  mem- 
bers are  all  charged  with  knowledge 
of  the  bylaws.  And  every  cooperative 
should  strive  for  thoroughgoing 
understanding  of  its  bylaw  provi- 
sions. 


BYLAW  INDEX 

I        GENERAL  PROVISIONS 

1.01  --Definitions 3 

II        MEMBERSHIP 

2.01 --Qualification  for  Membership 5 

2.02 --Application  for  Membership 6 

2.03 --Acceptance  of  Applications 6 

2.04- -Certificate  of  Membership 6 

2.05 --Memberships  Incapable  of  Transfer 6 

2.06--Member  to  File  Agreement 7 

2.07--Joint  Owners 7 

III  MARKETING  PRODUCTS 

3.01 --Members  to  Deliver  Products 7 

3.02 --Duty  of  Association  to  Market 8 

3.03 --Delivery  of  Products 8 

3.04--Rights  of  the  Association 8 

3.05--Damage  for  Member's  Breach 8 

3.06 --Obligation  to  Care  for  and  Harvest  Crops 9 

3.07 --Association's  Independence  of  Control 9 

3.08 --Inability  to  Handle 9 

IV  POOLING  AND  RETAINS 

4.01  --Pools 10 

4.02 --Determining  Net  Returns 10 

4.03 --Allocation  of  Net  Returns 10 

4.04--Method  of  Allocating  Net  Returns 10 

4.05 --Interest  on  Investment  Fund  Credits 11 

4.06--Capital  Contributions 11 

4.07--Charges  Retained  from  Net  Returns 12 

4.08- -Lien 12 

4.09 --Pool  Payments 12 


-  37  - 


V     INVESTMENT  FUND 

5.01 --Capital 12 

5.02 --Interest  on  Investment  Fund  Credits 12 

5.03 --Retirement  of  Investment  Fund  Credits 13 

5.04- -Evidence  of  Assignment e 13 

5.05--No  Assignment  While  Indebted  to  the  Association 13 

5.06 --Association  Relies  Upon  Own  Records 13 

5.07--No  Segregation  of  Funds 14 

5.08 --Compromising  and  Discounting  Credits 14 

5.09--Other  Investment  Fund  Credits 14 

5.10--Secondary  Capital 14 

VI     TERMINATION  OF  MEMBERSHIP 

6.01 --When  Membership  Terminates 15 

6.02--Rights  on  Termination  of  Membership 16 

6.03--Transfer  by  Gift  or  Death 16 

VII     REVOLVING  FUND  AGREEMENTS  WITH  OTHERS 

7.01 --Treatment 17 

7.02 --Property  of  Association 17 

VIII    MEMBERS'  MEETINGS 

8.01  --Annual  Meetings........ 18 

8.02--Special  Meetings 18 

8.03--Notice  of  Meetings 18 

8.04--Form  of  Notice  and  Statement  of  Purpose 18 

8.05--No  Proxies  or  Cumulative  Voting 18 

8.06 --Quorum 18 

8.07- -Directorial  Districts 18 

8.08--Number  of  Directors  from  Districts 19 

8.09 --Nomination  and  Election  of  Directors 19 

IX     DIRECTORS 

9.01  --Qualifications 20 

9.02--Number  and  Term 20 

9.03 --Organization  Meeting 20 

9.04--Regular  Meetings 21 

9.05--Special  Meetings 21 

9.06 --Waiver  of  Notice  and  Consent  to  Meetings...., 21 

9.07 --Quorum 21 

9.08--Business  to  be  Transacted 22 

9.09 --Compensation  of  Directors 22 

X     OFFICERS  AND  COMMITTEES 

10.01  --Number  of  Officers 22 

10.02 --The  President 22 

10.03 --Vice  President f 23 

10.04- -Management 23 

10.05 --Secretary , 23 

10.06 --Treasurer 23 

10.07 --Executive  Committee  and  Other  Committees 23 

XI     POWERS  OF  BOARD  OF  DIRECTORS 

11.01 --Policies 24 

11. 02 --Appoint  General  Manager 24 

11. 03 --Financial  Reports 24 

1 1.04--Audits 24 
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XI  POWERS  OF  BOARD  OF  DIRECTORS --Continued 

1 1 .05 --Borrowing  Money 24 

1 1. 06 --Hypothecate  Property *....  25 

1 1.07 --Purchase  Property 25 

11.08--Fiscal  Year 25 

11.09--Set  Established  Value 25 

1 1.10 --Advances  to  Members 25 

11.11 --Time  of  Settlement  for  Products „ 25 

11.12--Time  of  Pools 26 

11.1 3 --Vacancies 26 

11.14--Place  of  Member  Meetings 26 

11. 15- -Seal 26 

1 1.1 6 --Supplies....* «•  26 

XII  MISCELLANEOUS 

12.01  --Amendments 26 

12.02 --Losses 27 

12.03--Pro-rate  Agreements  and  Codes • 27 

12.04 --Dissolution  and  Liquidation 28 


Examination  indicates  that  some 
bylaws  need  amendment.  Some  con- 
tain obsolete  provisions  that  should 
be  deleted.  Others  are  deficient  in 
that  provisions  are  lacking  that 
should  be  included.  Most  boards  of 
directors  could  spend  one  meeting 
advantageously  every  year  or  two 
in  a  careful  review  of  their  organi- 
zation papers,  checking  operations 
and  association  objectives  against 
bylaw  provisions. 

Examination  of  the  bylaws  studied 
in  connection  with  this  report  reveal 
a  number  of  unusual  provisions.  Only 
1  regional  of  107  associations  made 
provision  for  the  contingency  of  the 
entire  board  resigning  or  being 
killed  in  an  accident. 

In  case  the  entire  Board  of  Directors 
shall  die  or  resign,  any  10  stockholders 
may  call  a  special  meeting  in  the  same 
manner  that  the  President  may  call 
such  a  meeting,  and  Directors  for  the 
unexpired  term  may  be  elected,  at  such 
special  meeting  in  the  manner  provided 
for  their  election  at  annual  meetings. 


The  bylaws  of  another  regional 
cooperative  contain  this  unique  pro- 
vision with  respect  to  directors' 
meetings: 

Regular  meetings  of  the  board  of  di- 
rectors may  be  held  without  notice  at 
the  principal  office  of  the  corporation 
or  at  such  other  place  or  places  as  the 
board  of  directors  may  from  time  to 
time  designate. 

The  bylaws  specify  no  date  and 
no  time  for  the  holding  of  regular 
meetings.  Of  course,  the  board  while 
in  session  can  fix  a  date  and  time 
for  the  holding  of  the  next  directors' 
meeting.  But  having  fixed  the  date 
and  time  a  month  or  perhaps  3 
months  in  advance  of  the  next  meet- 
ing, no  further  notice  is  required. 

Many  of  the  bylaws  examined  con- 
tain long  sentences  and  involved 
language  that  obscure  the  meaning 
to  the  average  member.  Bylaws 
should  be  written  in  simpler,  more 
understandable  language.  An  example 
of    a    long    involved    sentence    is  the 
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following  unusual  bylaw  section  pro- 
viding for  exoneration  of  officers 
and  directors. 

In  order  to  induce  officers  and  Direc- 
tors of  the  Corporation  to  continue  to 
serve  as  such  and  to  induce  others  to 
serve  as  officers  and  Directors  of  the 
Corporation  and  as  partial  considera- 
tion for  such  services,  the  Corporation 
slmll  reimburse,  exonerate,  and  hold 
harmless  and  indemnify  each  present 
and  future  Director  and  officer  of  the 
Corporation  (and  his  heirs,  executors, 
and  administrators)  of,  from,  and 
against  any  and  all  claims  and  liabili- 
ties to  which  he  has  heretofore  or  may 
hereafter  become  subject  by  reason  of 
his  noiv  or  hereafter  being  a  Director 
or  officer  of  the  Corporation,  or  by 
reason  of  his  alleged  acts  or  omissions 
as  a  Director  or  officer  as  aforesaid, 
and  shall  reimburse,  exonerate,  hold 
harmless,  and  indemnify  each  such  Di- 
rector and  officer  (and  his  heirs,  exe- 
cutors, and  administrators)  for  all  legal 
and  other  expenses  reasonably  paid  or 
incurred  by  him  in  connection  with  any 
such  claims  or  liabilities,  whether  or 
not  at  or  prior  to  the  time  when  so 
reimbursed,  exonerated,  held  harmless, 
and  indemnified  he  has  ceased  to  be  a 
Director  or  officer  of  the  Corporation, 
unless  such  Director  or  officer  shall 
have  been  finally  adjudged  by  a  court  of 
competent  jurisdiction  to  have  been 
guilty  of  willful  malfeasance,  bad  faith, 
or  reckless  disregard  of  his  duties  in 
the  conduct  of  his  office',  provided,  how- 
ever, that  the  Corporation  prior  to  such 
final    adjudication    may   compromise, 


settle,  pay,  and  discharge  any  such 
claims  and  liabilities,  and  pay  such  ex- 
penses if  such  settlement,  payment,  or 
discharge,  as  the  case  may  be,  appears 
in  the  judgment  of  a  majority  of  the 
members  at  a  duly  called  meeting 
hereof,  or  appears  in  the  judgment  of  a 
majority  of  the  Board  of  Directors  (ex- 
cluding any  Director  whose  own  conduct 
may  be  involved),  to  be  for  the  best 
interests  of  the  Corporation,  evidenced 
by  a  resolution  to  that  effect  adopted 
after  receipt  by  the  Corporation  of  a 
written  opinion  of  counsel  for  the  Cor- 
poration to  the  effect  that  such  Director 
or  officer  has  not  been  guilty  of  willful 
malfeasance,  bad  faith,  or  reckless  dis- 
regard of  his  duties  in  the  conduct  of 
his  office  in  connection  with  the  matters 
involved  in  such  compromise,  settle- 
ment, payment,  and  discharge;  and  pro- 
vided, further,  that  the  foregoing  rights 
of  such  Directors  and  officers  shall 
not  be  exclusive  of  any  other  rights  to 
which  they  may  be  lawfully  entitled. 

The  entire  bylaw  section  just 
quoted  consists  of  a  single  sentence 
of  some  392  words.  Bylaws  should 
be  written  in  shorter  sentences  for 
the  sake  of  clarity. 

As  a  general  rule,  every  coop- 
erative should  study  and  examine 
its  bylaws  from  the  standpoint  of 
their  adequacy  and  completeness.  A 
careful  study  of  the  bylaws  of  any 
cooperative  should  provide  an 
accurate  blueprint  of  its  organiza- 
tion structure  and  method  of  opera- 
tion. 
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